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PREFACE 


A bi'ief word of explanation should be offered before pre- 
senting the materials in the following chapters. The subject 
of the block grant and its significance in the field of central- 
local fiscal relations was first encountered in Professor Morris 
B. Lambie’s administrative process seminar at Harvard Universi- 
ty in 1939-40. Much of the material in the first few chapters 
was worked up at that time with the idea of including it in a 
thesis on fiscal capacity of local government. The pressure of 
teaching duties, followed by four years in government service 
and the U. S. Army, prevented its completion. 

When work on the subject was resumed, it was decided to 
expand the block grant study, bring the data up to date, and 
especially to observe the impact of World War II on local 
government finance. Moreover, the postwar reconstruction 
plans of the British government will have profound effect on 
the future position of local, government. Chapter VIII was 
therefore introduced to cover those developments. In general 
the central problem is the evaluation of the Local Government 
Act, 1929, and more specifically its block grant feature. 

An explanation of the sources of data is also necessary. Dur- 
ing the war years, publication of official statistics by H, M. 
Stationery Office was suspended. There is normally a three-year 
lag between the events of a given year and the publication of 
Local Government Financial Statistics pertaining to that year. 
Thus the data for 1936-37 were published in 1939 and are the 
last available. The 2Qth Annual Report of the Ministry of 
Health for 1938-39 was published in 1939, and is the last 
complete report. The third basic source of primary data. Rates 
and Rateable Values also published by the Ministry of Health, 
last appeared for 1938-39, though one for 1944-45 is lately 
off the press. 

It so happened, however, that while the data were not 
officially published due to wartime paper shortages, they were 
collected and evidently circulated in mimeographed form to a 
limited number of local government associations. It has been a 
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reprint official statistics in their monthly or annual publications. 
Consequently innumerable references will be made in the fol- 
lowing chapters to such items as Municipal Yearbook, Muni- 
cipal Journal, or Local Government Finance. While these are 
secondary sources, yet they really furnish primary data, being 
mere reprints of the official statistics released by the Ministry of 
Health. By using these primary data, located in secondary 
sources for the years since 1938-39, it has been possible to 
complete the study. 

Finally the writer is indebted to Professor H. H. Burbank for 
reading portions of the manuscript and for his encouragement 
and friendly prodding along the way. 

R. E, C. 

Baltimore, 

May, 1946 
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Chapter I 


INTRODUCTION 

The perennial problems of local government finance are a 
common heritage of local government administrators in most 
modern countries, and the numerous attempts to deal with them 
often give rise to parallel systems of central-local fiscal relation- 
ships. The familiar dilemma of ever expanding services in the 
face of limited, if not fixed, resources, has been met in Ger- 
many, France, Canada, the United States, and Great Britain. 
While the specific conditions may vary, the basic problem is 
identical. Moreover, attempts to resolve the dilemma often 
follow a similar pattern though at different intervals of time. 
Thus local government in some parts of the United States 
today is approximately at the same stage, financially, that local 
governments were in Great Britain in 1888. There are ear- 
marked tax revenues, shared taxes, and specific grants-in-aid 
from state and federal governments. Increased attention was 
given to this problem in the ten years prior to World War II 
when local tax bases shrank, and revenues fell substantially, 
while the demand for local expenditures increased. Yet there 
has been no over-all program for the development of state-local 
relationships; each case has been met witli ad hoc legislation 
designed to alleviate the immediate situation. 

A number of these vital questions in local government 
finance will soon be pressing for solution after being shelved 
temporarily when full employment and the record national 
income of war production has swollen local treasuries. One 
of the devices currently considered as a " solution ” is the grant- 
in-aid from a central government to defray a substantial part 
of the cost of local services. The grant device has been widely 
discussed in the literature and it is not intended to survey this 
field again. As various authors define grants-in-aid somewhat 
differently, confusion may be avoided in the grant terminology 
used in these chapters by a classification which defines terms 
and differentiates one type of grant from another. The classifi- 
cation table given below seems most satisfactory, for it 
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reflects: (l) source of revenue, that is, general or specific 
taxes; ( 2 ) uses to which the subvention may be put; ( 3 ) factors 
determining the amount of aid; and ( 4 ) the degree of control. 

1. Shared tax: the amount of which is determined by the yield of a 
specific tax 

A. Earmarked— with a specified purpose for spending 

B. Free revenue— having no restriction on expenditure 

II. Grant-in-aid; the amount of which is determined independently 
of a tax yield 

A. Fixed — no change in amount from year to year 

1. Block grant: having no restrictions on use 

a. Conditional; all Or part witiiheld if local authori- 

ties fail to perform specified tasks at specified 
standards 

b. Unconditional: no administrative discretion 

2. Allocated grant; for a specified purpose 

a. Conditional 

b. Unconditional 

B. Variable; tlie amount varies with expenditure or need 

1. Block grant 

a. Conditional 

b. Unconditional 

2. Allocated grant 

a. Percentage grant — the amount varies with expendi- 

ture 

( 1 ) Conditional 

(2) Unconditional 

b. Equalization grant- — the amount varies with need 

(1) Unit grant: varies with objective measures and 

may be either conditional or unconditional. 

(2) Formula grant; based on a combination of sev- 

eral units, and may be either conditional or 
unconditional 

(3) Discretionary grant: With distribution left en- 

tirely to administration, and may be either 
conditional or unconditional 

The history of central-local finance in Great Britain contains 
examples of most of these grants, but the central problem of 
this investigation concerns a relatively new approach introduced 
in 1929. This new device familiarly known as the " block 
grant,” involves a lump sum paid to a local government from 
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ditions as to how or where the money shall be spent. It was 
widely acclaimed as pointing the way to a permanent solution 
of the local fiscal problem. One of the points to be observed is 
that the existing system in Great Britain is not a unique plan 
which, like Athena, sprang full grown from the head of some 
financial Zeus. It represents the more or less logical outcome 
of a long cumulative process of trial and error. Consequently 
the present arrangement cannot be fully understood without 
some brief consideration of preceding systems. As will be 
seen, this problem of subventions to local governments is an 
old one for Great Britain and in the failure of earlier efforts 
may be found the seeds of the present system. 

Preliminary studies of the block grant, made eight to ten 
years ago, dealt with its background and its use during the 
early years of opeyation.^ The situation is now ripe for an over- 
all view of the 1929 program, since fifteen years’ experience 
offers ample data with which to judge its effectiveness. More- 
over, the outbreak of World War II in September, 1939, pre- 
cipitated a host of new problems and burdens on local govern- 
ment. These new burdens served to break the precarious 
financial equilibrium of the 1930’s and left central-local re- 
lations in something of a vacuum at the end of the war. 
Fundamental questions concerning the scope and nature of 
local government are now being asked in Great Britain. 

In addition to the financial pressure generated by the war 
years, expansive projects are being formulated for postwar 
reconstruction. Any single program, be it health, education, or 
social insurance, will have a profound effect upon local budgets, 
rate burdens, and the distribution of services between central 
and local governments. The cumulative effect of these reforms 
is prodigious. Consequently a great clamor is abroad in Great 
Britain for a thorough overhaul of the entire central-local fiscal 
relationship. 

In 1932, shortly after the new program was launched, a 
Parliamentary Committee viewed with considerable alarm the 
magnitude of local commitments. The increased expenditures 
" call for very serious thought and indicate that a very heavy 
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burden has been placed on the private citizen.” ® Since the 
committee’s concern was based on the increase that took place 
to 1930, one can only wonder what their reaction would have 
been had they foreseen the events of the next decade. 


Local AuTHoiu-ni-s in England and Wales 


Year ending 
March 31 

Rates 

(Millions of £) 
Grants 

Total 

1920 

£113.1 

£ 47.9 

£161.0 

1930 

154.9 

107.5 

262.4 

1940 

201.3 

181.9 

383.2 


Their conclusions placed the primary blame upon Parliament 
and the central departments for their 

tendency to aim at perfection and uniformity, and inadequate allow- 
ance is made for local needs and circumstances. . . . We feel strongly 
that the time has come when a halt should be called to legislation 
involving local authorities in fresh expenditures.* 

The secondary blame was placed upon the use of percentage 
grants which presumably caused too great an extension of 
services and increased expenditures. Yet as will be seen, the 
bulk of the expansion from 1930 to 1940 occurred without 
benefit of percentage grants. These grants increased ten million 
pounds while expenditures financed from rates increased fifty 
million. Evidently this surge of local spending was more 
fundamental than the 1932 analysts realized. By their diagnosis, 
cutting the easy flow of Exchequer money through percentage 
grants should check tire spending. They therefore concluded; 

The precedent established in the Local Government Act 1929 should 
be followed and the principle of equitable block grants extended to as 
many as possible of those services which are at present aided by per- 
centage grants.® 

This would encourage economy, eliminate meticulous and 
wasteful supervision, and leave local governments free to 
administer their own affairs vis-a-vis their needs and resources. 

This obsession concerning percentage grants was shared by 
Parliament from the viewpoint of economy and by local govern- 

“ Committee on Local Expenditure, Report, Cmd. 4200, 1932, p. IS. (Here- 
after cited as Cmd. 4200.) 

* Ibid,, p. 16 . 
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ments from the viewpoint of administrative freedom. The 
block grant device, therefore, appealed to both groups, but for 
different reasons. 

A new diagnosis was set forth by Sir John Anderson, Chancel- 
lor of the Exchequer in the Churchill government, in an address 
delivered at the annual conference of the Institute of Municipal 
Treasurers and Accountants in June, 1945.“ The older con- 
ception of local government functions has been in the nature 
of a dichotomy, classifying some services as local and others 
as national or at least quasi-national. For the latter services 
the paramount interest was in seeing that local authorities 
attained adequate standards; to that end cost-sharing percentage 
grants were widely employed. 

The 1929 act introduced a new element by shifting the 
emphasis from expenditures to resources; this shift in emphasis 
was accompanied by a change in the criteria of government 
assistance. Power began to supplant duty as the Number One 
criterion. Previously it had been the local government’s primary 
" duty ” to supply local services in such quantity and quality 
as it could afford. In time it also became the " duty ” of the 
central government to lend its resources in aiding quasi-national 
services to be performed with some degree of uniformity. 
Controversies would often arise whether a given service were 
local or national and whose “ duty ” it was to perform it, or to 
furnish the resources required in its performance. 

If the old diagnosis turned on *' duty ” then the new diag- 
nosis turns on " power.” The question is no longer raised as 
to where the duty lies, but simply, who has the resources and 
ability to perform a service. In short, who has the power ? In 
the past a certain formal distinction was observed between 
duty and power, and innumerable compromises were made, 
marrying the two by means of grants. But they clung to the old 
fiction of national duty and local duty so that grants could 
never be made for the latter. Now when power is recognized 
as the ultimate and decisive factor, these strained distinctions 
fade away. The citizen has come “ to expect a high standard 
of provision of local service suffering only such disadvantages 
as his geographical location inescapably involves.” As Sir Tohn 
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Andeison put it, " The contrast between duty and power 
becomes less marked when public opinion insists on the ade- 
quate exercise o£ the power.” ’ 

There are many manifestations of the shift from duty to 
power in recent local government developments. Rural com- 
munities are coming to expect standards of service similar to 
those enjoyed in urban centers; poor areas no longer believe 
their poverty should restrict their range of services. The recent 
Scott Report on Land Utilization is an indication of the trend. 

We are confident that the drift will not be stopped unless and until 
living conditions are on a parity in town and country . . . the supply 
of electricity is an essential service which in due course should be 
available in the home of practically every citizen — at no higher price 
to the consumer in the country than in the town. . . . We consider the 
provision of a piped water supply an essential service in every village 
and on every farm. . . . ® 

How is all this to be reconciled with the older diagnosis of 
local government as a framework of duties? Even Churchill 
in 1928 added his bit to the power thesis when, in arguing for 
the Local Government Act, he said: 

Obviously it is wrong that tlie people in any district should be left 
without the means of providing for the necessary services approved by 
Parliament just because they are all poor together and have not got the 
money.® 

The implications of tliis power thesis are immense but, as the 
following chapters will show, no settled conviction has as yet 
been reached in Great Britain, at least so far as central-local 
relations are concerned. Much of the confusion and working 
at cross-purposes which seem to characterize recent central-local 
developments results from a failure to recognize and to choose 
between these two mutually exclusive principles. 


’’ '[hid., p. n. 

’‘Report of the Committee on Land Utilization in Rural Areas, Cmd. 6378 
(I94Z). 

‘Parliamentary Debates, Vol, 216, p, 851 (April 24, 1928). 
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HISTORY OF LOCAL GRANTS PRIOR TO 1888 

The historical development of grants from central to local 
governments runs parallel to the process of sectional integration 
which brought separate communities closer and closer together 
and finally left them more or less interdependent. The welding 
process in turn was a result of technological change in transport 
and communication. Thus when the country was dotted with 
isolated communities having no adequate transport or means of 
communication, practically all services were left to local au- 
thorities since they were .for local benefit and could be provided 
wholly from local levies. Later their responsibilities widened 
to include maintenance of the main roads formerly managed 
by private turnpike companies. As population grew and in- 
creased in mobility, more and more services became " national ” 
in scope, such as highways, police, poor relief, and health. The 
expanding concept of what is a *' national ” service would be an 
interesting study in itself but can only be noted in passing, 
although it is perhaps the basic raison d’tre of any grant-in-aid 
policy. 

Almost all of the sums granted by the central government 
were for as many different activities as there were grants, but 
these group themselves into three major functions as outlined 
by the Departmental Committee of 1914; 

1. " To provide the nation’s share of the cost of semi-national 

services,” 

2. “ To correct inequalities of local tax burdens,” 

3. “ To enable the government effectively to supervise the adminis- 
, tration of semi-national services.” 

To these a fourth objective might be added, namely, to induce 
local governments to provide new services or to expand services 
already established. 

The first grant-in-aid of local administration in Great Britain 
was made in 1833, consisting of £20,000 to assist in erecting 
schools for poor children. This was a percentage grant and 
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required an equal sum to be provided from private sources. 
Strictly speaking this first subvention was not a grant-in-aid 
of local government, for it was awarded to two privately 
organized associations. However, that same year a grant was 
made for one-fourth of the payroll and clothing cost of Metro- 
politan police (London), while in 1834 the first generalized 
grant was made to aid in the maintenance of prisons then 
under the control of local authorities. It was hoped this latter 
grant would discourage deportations to Botany Bay with all of 
its attendant evils. 

Education 

The various attempts to cope with the problem of financing 
local education demonstrate very well the trial and error 
method, and the gradual emergence of more modern tech- 
niques. In 1839 the annual building grant noted above was 
increased to £30,000, and in 1846 the first grants were made 
for teachers’ salaries. By 1854 emerged the idea of a capita- 
tion grant per scholar in attendance, and in 1861 came the 
first serious attempt to standardize the quality of the service. 
The new system provided for a subvention based on the number 
of scholars passing an annual examination in the tlrree R’s 
prescribed by the central government; hence the name " merit 
grants.” 

This system was continued, and in 1870 the Elementary 
Education Act established the merit grant on an annual basis. 
The same act also provided an additional grant for needy areas 
where rates yielded less tlran a fixed rate per scholar. Thus 
another new principle was recognized and introduced, namely, 
the capacity of a local government to support its services. This 
notion was expanded in 1876 to furnish assistance to schools in 
sparsely settled areas. 

The educational grant system was not included in the re- 
organization of 1888 which represents a landmark in the his- 
tory of British local finance. Nevertheless, a new code was 
formulated in that same year for education which consolidated 
all former subventions into a single block grant known as the 
" annual grant,” and also provided more assistance to areas 
with small populations. The earlier merit grant had operated 
to restrict the teaching of higher subjects for, obviously, if 
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the grant-in-aid depended solely on the number of students 
passing an examination in the three R’s, the teachers would 
concentrate on these rudiments to insure a large grant the 
following year, and care little about other subjects. 

The attempt made in 1888 to establish a single block grant 
for education proved short lived and almost immediately a new 
series of direct grants for specified purposes was made. The 
year 1891 marks the next new principle namely, the encourage- 
ment of free education. In that year a “ free grant ” of ten shil- 
lings per scholar was provided whenever the existing fees were 
reduced by that amount or abolished. This grant should have 
had some effect in equalizing conditions between rich and poor 
districts — a new departure for those days. In 1893 a new grant 
was established for blind and deaf children in special schools 
which was subsequently expanded in 1899 to include defectives 
and epileptics. These new purpose grants continued to expand 
with revision of the older, established grants. An act in 1897 
increased the aid to needy areas and provided a grant of five 
shillings per scholar in voluntary schools, and relieving these 
schools of local rates. This grant was finally abolished in 1902 
in favor of a new scheme enacted in 1906 to cover three-fourths 
of the sum by which net costs exceeded a rate of one shilling 
six pence in the pound. This was a definite spur to the expan- 
sion of school services and costs, while at the same time weight 
was given to the community's fiscal capacity. In 1907 block 
grants were again used for building new council schools, and 
in 1912 came another expansion in the concept of a national 
service, providing grants for one-half the net expenditure on 
meals for children, medical inspection, and care. 

Only thirty years after the reforms of 1888, the educational 
grant system had again become so complicated that a second 
complete reorganization was attempted in 1918. The system 
was more centralized by empowering the Board of Education 
to establish their own regulations; all grants for elementary 
education were abolished and once more tliete was a single 
consolidated grant on the basis of the Fisher formula. Since 
there is an interest in criteria for making education grants, it 
may be instructive to note the several factors in this formula; 

1. 41 shillings pet child in average attendance; 

2. 55 per cent of the teachers’ salaries; 

3 
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3. 50 per cent of expenditures on maintenance, medical cate, meals, 

physical training, and defective schools; 

4. 20 per cent of all remaining expenditures. 

From this liberal grant the only deduction was the yield of a 
rate of id. in the pound. This latter provision was doubtless 
an effort to recognize some differences in fiscal capacity, as 
the deduction, would obviously be larger the wealthier the 
community. 

The major criticism which might be offered against this 
method, which was still in use in 1934, is the usual argument 
made against percentage grants, that they penalize the poor 
locality that cannot appropriate much for education, while 
the richer authorities get a disproportionate share of Exchequer 
money. But more of this later. 

Police 

The evolution of grants-in-aid for local police is also instruc- 
tive in that it demonstrates the expanding notion of national 
services. As already noted, the first grant was made in 1833 to 
cover one-fourth of the payroll and clothing cost of police in 
metropolitan London. This provision was extended in 1856 
to all provincial forces by the County and Borough Police Act 
of that year. The proportion was increased to one-half in 1874. 
These grants were conditional upon having a certificate of 
efficiency in numbers and discipline which was issued by the 
Secretary of State. Moreover, boroughs under five thousand 
population were not eligible for grants, so there was a great 
incentive to consolidate small borough forces with the county 
constabulary. 

In 1890 a law provided £300,000 annually to police authori- 
ties in aid of police superannuation, and in 1909 the metropoli- 
tan police were given a special grant of £100,000 for the 
imperial services which they rendered. The annual grant of 
one-half payroll and clothing had been in effect since 1874, 
although in 1919 the amount of the subvention was stereotyped 
at the 1915 figure and included within a new grant of one-half 
the net approved expenditure of police authorities. In the 
reorganization of 1928, the police grant, like that for education, 
was left outside the block grant scheme, though these specific 
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police grants of earlier years were merged into one substantive 
grant to local authorities. 


Highways 

Grants to local authorities in aid of highways are more recent 
than the police or education grants, but they also demonstrate 
the growth of the national service concept as well as the great 
complexity that arises when many separate grants are made for 
varying purposes. There were, for example, five different high- 
way authorities each receiving grants prior to the local govern- 
ment reorganization in 1888. 

Apparently the Highway Act of 1878 marks the first grant 
of this type. It created a new class of road by providing that 
any road disturnpiked after 1870 should be called a " main ” 
road and one-half of its maintenance imposed upon the county. 
To encourage the freeing of roads from the toll bar system, an 
act of 1882 established a grant to die several highway authori- 
ties to cover one-half of their maintenance cost; that amounted 
to one-fourth of the total road cost since tliese authorities were 
already paying one-half while the counties were responsible for 
the other half. Just five years later a similar grant of one-half 
the maintenance cost was made to county justices, thus putting 
one-half the total highway burden on the Exchequer, counties 
and highway authorities each paying one-fourth. The reorgani- 
zation of 1888 shifted the entire maintenance cost upon the 
newly created county and county borough councils which, on its 
face, seems to be a reversal of trend by decentralizing the 
burden of what is admittedly a national service. 

This reversal of trend was not of long duration, however, 
for in 1909 a grant was provided to highway authorities for 
new roads and to repair existing ones. New petrol duties and a 
portion of receipts from motor car licenses went into a “ Road 
Improvement Fund ” to finance this new grant. In an effort 
to secure better qualified road officers it was enacted in 1919 
that a refund of one-half these salaries would be available to 
highway authorities when the appointment, retention, and dis- 
missal of road officers were submitted to the Minister of 
Transport for his approval. It was clearly evident what great 
strides had been made by 1919 in subjecting these growing 
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national services, education, police and highways, to the control 
of the central government through the judicious use of con- 
ditional grants. The specific highway grants continued in the 
Roads Act of 1920 which established a ” Road Fund ” to make 
grants of varying amounts, depending on the national signifi- 
cance of the road; thus as the law first read, Class I roads 
received 50 pet cent of their cost; Class II, 25 per cent; and 
district roads none at all. These ratios were subsequently in- 
creased to 60 per cent, 50 per cent, and 25 per cent respectively 
for the three types of roads. Since all vehicular revenues went 
into this "Road Fund” account, it was a lucrative source for 
Treasury " raids ” whenever the Chancellor needed some addi- 
tional funds. 

Highways generally were not included in the block grant 
scheme as adopted in 1929, although the maintenance grants 
for classified roads in London and the County Boroughs were 
discontinued, as well as the 25 per cent grant for unclassified 
roads in counties. Grants of the old percentage type were still 
made to counties and county boroughs for new construction and 
major improvements approved by the Minister of Transport, 
and of course, counties still got their percentage grant for the 
maintenance of classified roads and any improvements on the 
unclassified. 

This somewhat detailed survey of grants in education, police, 
and highways seemed justified for they were excluded from the 
Local Government Act of 1929 and remain as separate grants 
made armually to the local authorities. These three represent 
tlie greatest bulk of Exchequer money distributed via the grant- 
in-aid device today. 

There were other specific grants in this early period prior 
to the first reorganization in 1888 such as: 100 per cent of the 
cost of criminal prosecution; 50 per cent of poor-law medical 
officers’ and teachers’ salaries; a fee of one shilling per child 
successfully vaccinated; 50 per cent of sanitary officers’ salaries 
when they submitted to appointment, regulation, and dis mi ssal 
by the Local Government Board; a fee of four shillings weekly 
for each pauper lunatic kept in separate institutions to en- 
courage their removal from the general workhouse, and kept 
on a per capita basis to stimulate economy by the local author- 
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ity ; and finally a grant to Boards of Guardians toward the cost 
of registration and collection of vital statistics. 

The gradual accumulation of grants eventually attracted the 
government’s attention to the system and its complete lack of 
coordination. Men like Gladstone denounced the whole system 
of grants-m-aid as vicious and attempted to put severe restric- 
tions on any future expansion of subsidies. The much needed 
reform came with the Local Government Act of 1888. 

Before we consider this new phase, it will be well to sum- 
marize the characteristics which marked the grants-in-aid prior 
to 1888, and in some instances prior to 1929. 

1. Grants were made on the basis of expenditures or simple meas- 

ures of need. 

2. No account was taken of local ability to pay or equalization. 

3. Grants were intended for the relief of local rates, or to induce 

new duties and services. 

4. Percentage grants increased local expenditure. 



Chapter III 


LOCAL GOVERNMENT ACT OF 1888 AND ITS RESULTS 

The system of local grants had now become so involved and 
costly in administration that the time had come for a thorough 
overhauling of the whole structure of local government. This 
complexity of the grant situation in the eighties was not unlike 
that of the 1920’s for at the end of each of these decades a 
reform act was passed in an effort to consolidate and simplify. 
It will be instructive, therefore, to contrast the two reform acts, 
for each proposed a radically different solution to the same 
problem. 

In 1888 the central government desired to discontinue the 
separate grants which were then being made to different author- 
ities for various purposes. To this end they effected a political 
and financial reorganization of local government. The County 
Council was created and to it was transferred the administrative 
functions formerly performed by justices in quarter sessions. 
These Councils were given administrative control over all local 
autliorities in their area, though the Borough Councils soon 
protested at being subjected to the supervision. This protest 
resulted in the organization of the County Boroughs which were 
exempted from all control and enjoyed the same privileges, 
duties, and liabilities as the County Councils. Any urban section 
with a population of fifty thousand could qualify as a County 
Borough, the figure later being raised to seventy-five thousand. 

The financial part of the reorganization involved the sepa- 
ration of tax revenues, and the assignment of certain taxes for 
the purposes of local government, in addition, of course, to 
revenues already obtained from the rating system,. It was 
argued that state aid was desirable, since local rates were 
based on the occupation of real property, whereas personal 
property also received benefits from local expenditures and 
escaped from local taxation. To meet this situation a portion 
of the national probate duties was assigned, thus getting a 
contribution from personalty, together with certain license 
duties which were expected to provide an expanding revenue. 

22 
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All receipts collected were paid into the Local Taxation Ac- 
count of the Exchequer and disbursed in the following order of 
priority: 

1. To pay all costs of administering the account; 

2. To reimburse for those grants paid prior to 1888 and now dis- 

continued ; 

3. To make grants for poor-law officers; 

4. To revise Barrister courts and pay costs of elections; 

5. To allot any balance available for general county purposes. 

The cost of main roads was not at first a “ priority ” but later 
became so. 

Funds were distributed to the County Councils and County 
Boroughs in each geographical county, and then disbursed to 
the local authorities under their jurisdiction. This was a great 
simplification, for the central government had now to deal with 
only relatively few authorities instead of every local unit in the 
whole of Great Britain. Each county received the probate 
duties in proportion to the shares it had formerly received from 
discontinued grants; the license duties were assigned to the 
county of origin. The county receiving these funds would then 
redistribute to the local units, first, the amount received by 
the local unit annually from grants prior to 1888, and second, 
the remainder, if any, in proportion to the rateable values. 
The latter provision obviously had no equalizing force and 
simply tended to make the rich governments richer. 

This 1888 reform, also known as the " Goschen System,” 
was essentially an economy measure. The earmarking of taxes 
was sufficent to pay existing grants with a slight surplus, but 
the future expansion of subsidies from central to local govern- 
ments was limited to the increased yield from these two taxes. 
An increased yield might be expected from expanded trade and 
prosperity, but the system was designed to check raids on the 
Exchequer and to allow only slow expansion in local services. 
It provided for no new equalization, no specified rate relief, and 
no stimulus for improvements in local services. 

These financial reforms soon broke down, for the system of 
assigned revenues was not satisfactory to either central or 
local authorities. The license and probate duties produced 
£5,000,000 in the first year which paid all former grants and 
left a surplus of £2,000,000 for the relief of local rates. In 
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1890 the revenue was increased to £6,000,000 through higher 
duties on beer and spirits. The substantial and growing yield 
of these duties made unnecessary any further advance in taxes 
to maintain the " Local Government Taxation Account ” for 
the next twenty years — until 1907. 

The first of several investigations into the problem of central- 
local finance came at this time with the Balfour Commission 
of 1896. They reported in 1901 and agreed that further assist- 
ance be given from national funds to services administered 
by local authorities. The report made the significant distinction 
between " national ’’ and " local ’’ services and laid down the 
following two criteria of a “ national ” service; 

1. Universidity and uniformity of administration mark a national 

service when no special benefit is conferred on a special place. 

2. A service is also national when the state insists upon its pro- 

vision and a standard of efficiency. 

The Commission classified as national services such matters as 
poor relief, pauper lunatics and asylums, registration, vaccina- 
tion, criminal prosecutions, education, and the maintenance of 
main roads. These services, they advised, should not be sup- 
ported wholly from national funds but .ought to receive a direct 
contribution from the Exchequer, or the existing system of 
assigned revenues should be extended. This would mean funds 
raised according to the principle of ability to pay, because 
central taxes fit that principle more exactly than do local rates. 

Although Parliament took no action on the report, it is signi- 
ficant that expert opinion was already recommending a return 
to state aid on national services, only ten years after the 
Goschen system was in operation. 

By 1907-08 the earlier surplus in the " Local Taxation Ac- 
count "had become a deficiency and in some areas was not 
enough to support the " priorities ” noted above. The assigned 
revenues had expanded but not in the same proportion as the 
expenditures on grant-aided services. Moreover, the original 
basis had become obsolete through the years, for the funds were 
still being distributed on the basis of grants made in the year 
1888 — twenty years previous. Parliament had stereotyped the 
proceeds of the various taxes and had even diverted funds from 
the ” Local Taxation Account ’’ to other purposes. 
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Thus in 1907 the assigned revenue system was finally aban- 
doned. Thereafter all receipts went into the Exchequer and an 
equal sum was set aside for tlie “ Local Taxation Account,” 
somewhat as the Social Security reserve account is handled in 
the United States today. This meant that any increases in 
revenue from these taxes might be diverted into the Exchequer 
for general purposes, while the local authorities were guaran- 
teed the average proceeds and might still gain from any increase 
in the number of licenses. 

These restrictive lines were drawn still tighter with the 
reaction against expanding activities of local government in 
1910-11. Subsidies from the " Local Taxation Account” were 
fixed and all further increases in revenue went into the general 
Exchequer account; thus was money provided for the reforms 
of the Liberal government. 

It was not long, however, before new grants-in-aid began 
to come despite the fact that the Goschen system contemplated 
the divorce of central and local finance. The Inebriates Act of 
1898 provided a subsidy to counties and county boroughs of 
sixteen shillings per week for inmates in special cure homes. 
Curiously enough a standard of performance is introduced even 
here, for if some unfortunate fellow does not stay " cured ’’ 
but is convicted four times, the subsidy is reduced to ten and a 
half shillings after the fourth time! 

The first derating act came in 1896 when one-half of all 
agricultural property was exempted from the poor rates and 
compensation in the form of an annual grant was provided the 
local authorities from the " Local Taxation Account.” The 
amount of loss was stereotyped as of 1896 and was never 
revised (despite increased rate poundages on other property) 
until the 1929 reforms. 

Other grants-in-aid were introduced from time to time 
through the entire period until 1929. These included a per- 
centage grant for probation of offenders in 1907. The interest 
in the development of resources in 1909 brought grants to 
local authorities for afforestation, agriculture and rural in- 
dustries, reclamation and drainage, harbors and inland navi- 
gation and the improvement of fisheries. The Forestry Act of 
1919 provided a grant or loan of not more than £4 per acre 
to local authorities. The year 1913 brought new grants under 
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the Ministry of Health to county and county borough councils 
for the mentally deficient; the statute did not stipulate the 
basis of payment but Ministry regulations provided for the 
payment of 50 per cent of approved net expenditure. The 
tuberculosis acts of 1911 and 1913 established grants once 
more and the Public Health Act of 1921 was noteworthy for it 
utilized the block grant principle in making payments to 
counties and county boroughs based upon the amounts already 
received. Still other grants were made for maternity and child 
welfare, midwife training, welfare of blind, venereal disease, 
port sanitation, regulation of electors, land drainage, and dis- 
eases of animals. 

Most of these required standards of efficiency stipulated by 
the appropriate Minister. The grant for midwife training for 
example, allowed so much per successful trainee; unemploy- 
ment schemes in 1920-21 had a variable percentage grant de- 
pending on the number of additional workers employed. Many 
of these grants were of the old percentage type which had been 
so roundly criticized before 1888 and presumably ended by the 
assigned revenue system. The multiplication of these various 
grants-in-aid for specific services resulted in a financial en- 
tanglement of central and local governments which was every 
bit as complex as that which preceded the 1888 reform. Evi- 
dently the time was ripe for another reorganization of local 
government authorities. 

Several commissions studied the situation following the 
Balfour Report of 1901. One of these was the Kempe Com- 
mittee of 1911, whidi reported in 1914 advocating a consider- 
able increase in state grants, and recommending the abolition 
of the assigned revenue system in favor of direct grants for 
semi-national services based on the efficiency of administration. 
The report indicated a strong bias in favor of a block grant 
system for such semi-national services as education, poor relief, 
police, main roads, public health, criminal prosecutions, mental 
deficiency and diseases of animals. Parliament made provi- 
sion in the Finance bill of 1914 to carry out these recommenda- 
tions but the war intervened. The result was a delay of some 
fifteen years in adopting the block grant device. 

The Geddes Committee of 1919 which reported in 1922, 
advised drastic cuts in government expenditure and strongly 
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criticized the percentage grants to local authorities with all of 
its ■' vicious results.” This criticism of percentage grants was 
apparently ignored for, as already noted, Parliament used the 
percentage grant more and more in the extension of postwar 
activities. 

The Meston Committee was appointed in 1922 to consider 
the system of payments of local grants once more but its report 
was never published. Contrary to earlier investigations, the 
majority of this committee favored the percentage system 
though not without some qualifications. The substance of this 
report may be briefly summarized because of its bearing on the 
1929 act; 

1. Assigned revenues were found to be unrelated to needs and were 

established on a base which had become obsolete due to 
changed conditions. 

2. Percentage grants were based upon expenditure and also bore 

no relation to needs. Extravagant authorities earned large 
grants and poor areas received the least. Moreover, a per- 
centage grant requires close supervision by the central depart- 
ments. 

3. Some standard of efficiency is required to relate services and 

grants. The Committee thought figures of ” normal " costs 
might provide such a standard. 

4. The central government should know in advance the extent or 

limit of its liability for grants so the necessary funds could be 
provided in the budget. (As will be seen the block grant fea- 
ture of the Local Government Act of 1929 met this point by 
establishing the annual amount of the Exchequer contribution 
for each five year period.) 



Chapter IV 


LOCAL GOVERNMENT ACT OF 1929 

The earlier chapters complete the survey of the background 
from which the Local Government Act of 1929 emerged, and 
in the light of this accumulated experience, it should be easier 
to understand the provisions of this new reform. The assigned 
revenue system of 1888 had proved too inelastic for the expand- 
ing needs of local government; a whole new crop of direct 
subsidies to local authorities had grown up, many of which 
were percentage grants requiring central supervision and bear- 
ing no relation to the needs of a community. The removal of 
industrial plants to southern England had caused financial 
distress in some areas, and the subsequent chronic condition 
of unemployment had thus increased the expenditures of local 
authorities, especially in those areas least able to pay. More- 
over, the compensation for loss on the agricultural derating had 
not expanded with the price level and rate poundage on other 
real property. Evidently the time was at hand for another 
overhauling of the central-local financial machinery to meet 
the existing defects, 

The concept of the block grant as a fiscal device wa.s not 
suddenly discovered at the time of the 1929 act, but as the 
introductory chapters indicate, it had been before the govern- 
ment for years. Even as far back as the Balfour Commission in 
1896 the minority report recommended a change in the method 
of distributing grants, and advised the use of a formula to 
consider (l) the amounts actually spent by the local councils, 
and (2) the rateable value as an aid to poorer areas. The 
same minority also wanted the block grant for services as a 
whole, that is, education and public health generally, instead 
of the allocated grants for speciali5;ed services. Wheels turn 
slowly in Great Britain, however, and thirty years had to elapse 
before the government adopted the principle laid down in this 
minority report. 

The Local Government Act of 1929 contains three distinct 
provisions.^ Each of these deals with a separate problem, but 

‘ 19 Geo, V, c. 17, Local Government Act, 1929. 
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the three parts are so interrelated that one of them cannot be 
fully understood without reference to the other two. Briefly 
these provisions are: derating of industry and agriculture 
ostensibly as a recovery measure, reorganizing administrative 
units with a transfer of functions between existing authorities, 
and finally the block grant method of financial aid to local 
government. 

Agriculture had already been exempted to 75 per cent of the 
local rates, 50 per cent in 1896 and another 25 per cent in 1923; 
therefore the complete exemption provided in 1929 was not so 
sweeping as might first appear. In both cases compensation was 
paid to the losing authority from the “ Local Government 
Account ” by means of annual grants. Section 85 of the 1929 
Act stipulated that these specific grants would cease as of 
March 31, 1930, and be incorporated in the block grant. In 
that final year 1929-30, they amounted to £4,615,401. The 
general derating provisions of the 1929 Act were to be effective 
October 1, 1929, but in the case of the remaining 25 per cent of 
agricultural land a special act was passed moving it up six 
months to April 1, 1929.® The grant to compensate local au- 
thorities for this additional six months cost the Exchequer 
£2,059,698 and was paid from the Suspensory Fund for Rating 
Relief. 

The most severe blow to local finance was the exemption 
from the rates of 75 per cent of all industrial, mining, and 
transport property. Or as the law stated it, these types of 
property were to be valued at only 25 per cent of their annual 
rental value. This derating of industrial property was probably 
the least defensible part of the whole Act and can be criticized 
at length on the economic side. The law required that trans- 
portation companies, that is, railroads, pass the saving along 
in lower rates to shippers but the subsidy to industry carried 
no strings whatsoever. All firms, large and small, rich and 
poor, employing many or few, received the same subsidy and 
with no obligations. This provision was probably nothing but 
a concession to the industrial interests under the guise of a 
recovery measure.'’ Yet it must be recognized that this sort of 

“ 19 Geo. V, c, 26. Agricultural Rates Act, 1929. 

° Its effectiveness in achieving these ends will be reviewed below in Chapter 
IX. 
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tax exemption attempted in 1929 would simply mean higher 
rates for someone else, and the burden is often shifted to 
those less able to pay. As will be seen when consideration is 
given to the new consumption taxes that were required to 
finance the Act, this is exactly what happened. Moreover, this 
meant that highly industrialized cities which had the greatest 
unemployment expense would now sustain the greatest loss on 
derating. 

It is appropriate at this point to summarize the losses sus- 
tained by local authorities from the derating policies which date 
back to 1896 in agriculture. The following table gives the 
annual value calculated on the basis of 1930 valuations. Even 
though agricultural land and buildings were 75 per cent 
derated they were still valued in toto until the 1929 Act 
removed them entirely from the valuation rolls. The rateable 
value was thus 25 per cent of the annual value. 

Annual Values Lost Due to Derating * 

Agricultural land and buildingsi 


Acts of 189(5 and 1923 £ 22,400,000 

Act of 1929 7,400,000 

Mining and industrial property 20,900,000 

Freight-Transport property 9,600,000 

Land covered by water 400,000 


Total loss £ 60,700,000 

Rateable value remaining 257.400,000 


Total before derating £318,100,000 


The total amount lost because of derating in the 1929 Act 
was 3S million pounds or 13 per cent of the existing rateable 
value. If the early agricultural acts are included, the total 
shrinkage in the tax base was 60.7 million pounds or 19 per 
cent. 

The actual revenue lost as a consequence of derating was 
calculated on valuations in 1928-29, using rate poundage for 
the same year. A " rate poundage ” is the amount of rates 
levied per pound of rateable value in each local authority. 
The loss came to £22,292,203, and compensation was stereo- 
typed at tlrat amount for all subsequent years. 

^ Local Government Chfonicle, No. 4113 (October 13, 1945), p. 671. 
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Looking at the other side of the same coin, it can be said that 
this sum represents the annual subsidy paid to private industry 
as a result of the 1929 Act. This annual gain to specific 
industries has been roughly estimated in the follov/ing table. 


Estimate of Derating Cost With Relief by Industry “ 


Agriculture 

. £4,100,000 

Wool Weaving . . . 

. . £750,000 

Railloads 

. 4,000,000 

Paper and print . . . 

. . 750,000 

Coal Mining 

2,500,000 

Chemicals 

. . 600,000 

Engineering 

. 2,000,000 

Iron and Steel . . . . 

. . 550,000 

Cotton spinning 

. 1,500,000 

Bleach and dye .... 

. . 550,000 

Metal Trades 

. 1,250,000 

Beer and liquor . . . 

. . 400,000 

Canals and clocks 

. 1,000,000 

Shipbuilding 

. . 400,000 

Food trades 

850,000 

Textiles 

. . 350,000 

Boots, Shoes, Clothing . 

800,000 

Potteiy and glass . . 
Tobacco 

. . 300,000 
. . 250,000 


While the total subsidy estimate (£ 22 , 900 , 000 ) comes a little 
higher than the amount finally settled upon for compensation 
(£22,292,000) the discrepancy does not impair the usefulness 
of the exhibit. It is evident that the more prosperous industries 
such as tobacco, breweries and distilleries, and chemicals were 
subsidi 2 ed on the same basis as tliose less flourishing, for 
example, coal, iron and steel, shipbuilding, and cotton spinning. 

Be that as it may, the fact is derating was passed in the pious 
hope, first, that it would place local rates on a more " rational ” 
basis, and second, that it would aid the revival of agriculture 
and industry. Its effectiveness in achieving these ends will be 
considered in Chapter IX. It was clearly seen tliat this action 
would have serious effects upon the machinery of local govern- 
ment and upon the financial relations between the Exchequer 
and local authorities. Derating tlius precipitated the need for 
reform, and die changes that followed were connected parts 
of one single policy. These necessary accompaniments of de- 
rating were three in number; first, to modify the basis and 
method of government contribution to local services, by the 
formula and block grant; second, to care for the needy areas 
by the new basis for distribution of grants and some administra- 
tive reorganization; third, to obviate difficulties arising where 
finances were on too narrow a base by changes in areas and 
functions. 

Parliamentary Debates, Vol. 217, p. 692 (May 14, 1928). 
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These last two accompaniments of derating go to make up 
what has been called the second major provision of the 1929 
Act, namely, the transfer of functions, and represents one of the 
most constructive parts of the Act. Two functions were shifted. 
First, poor law administration was taken from the old poor- 
law unions and responsibility vested in counties and county 
boroughs. This reduced the number of government units hand- 
ling relief from 631 to 145. Second, the maintenance of roads 
was transferred from rural districts to the county, as well as the 
Class I and Class IT roads in boroughs and urban districts which 
were also charged to the county. Again the number of units 
with which the central government had to deal was reduced 
from 640 to 62. The saving in administrative cost and the 
improved simplicity of thus reducing the number of responsible 
units are obvious; then too, the future burdens could be 
partially equalized by thus enlarging the prevailing areas levy- 
ing rates for local services. Doubtless it was also felt that such 
reorganization might also decrease the cost of government and 
aid industry by requiring less in taxes. 

The third provision of the 1929 Act was the substitution of 
a block grant for many of the allocated grants to specific 
services. These allocated grants, as the previous chapters in- 
dicate, had grown up more or less haphazardly with the break- 
down of the 1888 reforms, and now at one stroke they were 
eliminated. The earmarked revenues from licenses and pro- 
bate duties were released and went to the Exchequer as a part 
of its general fund; the old "Local Taxation Account’’ was 
abolished. It is necessary to notice, however, that some of the 
most important allocated grants were continued and still exist 
independently of the block grant system; these are the large 
grants for education, police, housing and highways, which, 
taken together, constitute about 75 per cent of the total subsidy 
from central to local governments. Thus only a minor sector 
of the financial web was involved in the 1929 Act, while a 
great deal of money still flowed directly to the multitude of 
local authorities. This action may have been due to British 
conservatism, desiring to move slowly in this new experiment 
and then, having perfected the block grant system for a part 
of the fiscal structure, to expand and take in these larger grants. 
On the other hand, it will be recalled that education was also 
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excluded from die reform act of 1888, so these exceptions may 
be due to political opposition and pressure from local govern- 
ments which might lose from a reorganized system. They 
would conceivably allow the central government to " play ” 
with a small part of the national economy provided the big- 
gest financial plums were left intact. 

The objectives of a block grant system might be outlined as 
follows: 

1. To provide a fair contribution from the Exchequer to the cost of 

local services; 

2. To enable local authorities to have complete financial interest in 

their administration; 

3. To be adapted in its working to the needs of the areas ; 

4. To permit the greatest freedom of local administration and 

initiative ; 

5. To provide sufficient general control and advice from the central 

government and insure a reasonable standard of performance. 

Prior to 1929 the main motive behind the allocated grants 
was the raising of local administration to national standards of 
efficiency. Equalization between areas was an element only in 
education grants, and practically in no other cases was attention 
given to need. The 1929 Act, however, considered need and 
local ability, while an effort was made by the judicious weight- 
ing of certain factors to bring greater equalization. 

The detailed discussion of the block grant and its related 
provisions can conveniently be divided into four parts: first, 
the size and nature of the grant; second, the use of the formula 
to distribute the money; third, a critical consideration of the 
various factors which make up the formula; and fourth, the 
effects of the formula on various units of local government. 

Size and Nature of Grant 

A national pool was formed known as the " General Ex- 
chequer Contribution ” which represented the annual obliga- 
tion of the central government. The size of this pool was 
determined from three factors. As the Local Government Act 
of 1929 discontinued many allocated grants the sums which 
formerly went for these grants were now deposited in the 

“ Cmd. 4200. p. 13. 

3 



34 British Block Grants and Central-Local Finance 


pool. This amounted to £16,279,706 for the base year 1928-29. 
Next, the loss of rates due to derating was estimated for the 
fiscal year 1928-29 and a corresponding sum deposited in the 
pool; this amounted to £22,292,203. Finally, an additional 
sura of “ new money ” was added in amount of £5,000,000 to 
provide a margin of safety and to make the transitional ad- 
justments easier. Of this sum, £3,000,000 was taken from the 
'* Road Fund,” a reserve under the old system, so actually there 
was only £2,000,000 of new money provided by the Exchequer. 
Thus for the first period the pool consisted of : 


Discontinued grants £16,279,706 

Loss of rates 22,292,203 

Additional sum 5,000,000 


£43.571,909 

In the second grant period the amount of new money was 
raised £350,000 to a total of £3,350,000.’ For the third grant 
period, after an overhaul of the formula and certain other 
changes to be noted below, the new money was raised by £2,- 
250,000 to a total of £7,600,000.® The entire General Ex- 
chequer Contribution was then rounded off to £46,172,000, 
where it has remained. 

Use of a Formula 

In solving the problem of distributing this pool the govern- 
ment settled upon an exceedingly complex formula. It was 
realized, however, that the use of any empirical formula would 
cause great dislocation if introduced at once, and the law wisely 
provided for a long transitional period. The original plan was 
to have periods of five years each with the formula worked out 
once in each period. But Parliament shortened the initial 
periods to facilitate adjustments when the plan was first put 
into operation; these fixed grant periods as finally adopted 
were; 

1. April, 1930 — ^March, 1933 — 3 year period 


2. 

" 1933— " 

1937—4 

3. 

" 1937— '■ 

1942—5 

4 . 

1942— 

1947—5 


Thereafter all periods were of five years’ duration. 

’ 23 Geo. V, c. 8, Local Government (General Exchequer Contributions) Act, 
1933. 

® Below, p. 38. 
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Since the war broke out in the middle of the third grant 
period, it was decided to postpone the recalculation of the 
formula which would have come in 1942. Consequently for 
the time since March, 1942, the General Exchequer Contri- 
bution plus additional and supplementary grants was frozen 
at the levels of 1941-42. 

As a further precaution against serious maladjustments in 
changing to the new system. Parliament guaranteed a certain 
percentage of the loss the local authorities suffered from de- 
rating. This guarantee diminished over the seventeen-year 
transition period in the following ratio: 


Fiist and second periods 75% of losses 

Third period 50% 

Fourth period 25% 

Fifth period (after 1947) 0% 


This means tliat the pool was first used to reimburse derating 
losses up to 75 per cent, then any balance left in the pool was 
distributed according to the formula. Evidently in 1947, the 
end of the fourth period, the entire pool would be distributed 
by formula. Here again the outbreak of the war interrupted 
the scheme and caused Parliament to continue the 50 per cent 
guarantee of the third-grant period through each of the war 
years and in the immediate postwar period. 

Still another precaution was taken to ensure a successful 
transition. Section 90 of the Act provided that additional 
Exchequer grants should be made if the loss in receipts suffered 
by a local authority was not covered by that authority’s share 
in the pool plus a gain of one shilling per capita. Politically, 
it was probably this tempting offer of one shilling net gain 
that put the Local Government Act through Parliament in 
1929 . In other words, the total block grant had to cover 
derating losses, discontinued grants, and still leave the county 
or county borough with a net gain of one shilling per capita. 
This gain presumably would bring some relief to rateable 
values in each area. 

With these observations, attention may be turned at once 
to the formula through which the national pool would be 
distributed. The purposes which this formula hoped to ac- 
complish were: to provide a national share in the cost of semi- 
national services, to correct the inequality of the local tax 
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burden, and to supervise the administration. At the time of 
the bill’s third reading before Parliament in 1929 the Minister 
of Health (Mr. Neville Chamberlain) argued that the main 
object of this formula was to distribute the grants according to 
needs: 

The formula assumed a reformed rating .system and then went on to 
distribute a given sum of money according to the needs of a locality, 
and its ability to fulfill those needs. If we wanted to know whether 
the formula will work satisfactorily we must find out what were the 
ultimate amounts of the grants which the formula was going to give 
to the various authorities and compare them. 

Finally, the figures he had given Parliament " indicated that it 
put the money where they wanted it to go.” 

This last statement reveals the empirical nature of the for- 
mula which was adopted and which Miss Newcomer emphasizes 
in her book. The government apparently made up its mind in 
advance as to the allocation of the money, and then devised a 
formula that would fit this pattern. It would follow then that 
the block grant formula has little or no inherent value apart 
from the circumstances which produced it. Because of this 
purely empirical nature it is only stating the obvious to say 
the formula cannot be taken over in toto and applied to another 
situation, such as state-local relations in the United States. The 
factors chosen and their weighting in the formula might easily 
yield a satisfactory result in Great Britain and an impossible one 
in the United States. 

If the government uses the formula merely as an empirical 
device to give a semblance of objectivity to the distribution of its 
money, the puzzling question is, why did it manufacture such 
a complex one ? The only answer that appears at the moment 
is that it was working here with but a small sector of local 
finance and the whole program was more or less experimental. 
The government may be testing the factors to ascertain their 
adequacy as measures of need and fiscal ability insofar as they 
coincide with known conditions. In other words, a formula is 
not needed to reveal that certain areas are wealthy and others 
are poor, but government was seeking some technique which, 
when applied uniformly to all local governments, would isolate 
the needy areas and divert the bulk of the funds in that direc- 
tion. This then, is the real test of the formula, and not that it 
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tells something that is already known. It will be seen presently 
that the 1929 formula failed in some respects and consequently 
was amended in 1937, continuing thus through the war years. 

Before proceeding to an analysis of the several factors in the 
formula, the problem of recomputing the block grant every 
five years may be considered. Although Parliament votes an- 
nually on the expenditure, the shares of the separate county and 
county borough councils are determined only once in each grant 
period by the formula. The original plan called for a census 
every five years which would provide data on the various 
factors to be used afresh in each grant period, but the scheme 
was dropped. Now data for the ensuing grant period are taken 
in the penultimate year of the preceding period; in other words, 
the formula for the period 1937-42 was computed from data 
relating to 1935-36 — the penultimate year of the period 1933- 
37 . This rule is simply a matter of expediency, for that year 
would be the latest in which statistical data are available. 
Should this base year be abnormally high for temporary causes 
involving an emergency proclamation, the Act stipulates that 
the last preceding year, when no such abnormality existed, must 
be used for purposes of the formula. As will be seen later, this 
time lag is one of the greatest weaknesses in the block grant 
system; a local authority would receive a grant in 1942 based on 
conditions that existed six years previous, in 1936. 

The Act of 1929 provided that if any new services were im- 
posed upon local governments, the national pool or Exchequer 
Contribution should be enlarged accordingly. Such a clause has, 
of course, no compelling force, for one Parliament cannot bind 
another Parliament, yet this affirmation is not without a per- 
suasive force in preventing the central government from 
placing too heavy a load on the local authorities. Nevertheless, 
the law does specify that the General Exchequer Contribution 
must maintain a certain ratio to the total rate and grant-borne 
expenditures of local government. This expression " rate and 
grant borne expenditure ” simply means the volume of local 
expenditure made from rate revenues plus the amount of the 
General Exchequer Contribution. 

The minimum ratio of the Exchequer Contribution to ex- 
penditures was established in the first fixed grant period as 
follows: 
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(a) General Exchequer Contribution, fiist period £ 43.572,000 

(b) Total rate-borne expenditure 1930-31 144,420,000 

(c) £187,992,000 


The ratio of (a) to (c) is 23.17 per cent; therefore, all ex- 
chequer contributions in the future must be at least 23 per cent 
of the total rate and block grant expenditure. This minimum 
proportion was set at 22.5 per cent in the 1937 Act. 

The General Exchequer Contribution for the second grant 
period was computed in the same fashion and demonstrates the 
rule laid down above. 


(a) Exchequer Contribution in first period £ 43,572,000 

(b) Total rate-borne expenditure 1931-32 (penultimate year) . . 145,920,000 

(c) £189,492,000 


Thus the Exchequer Contribution for the second grant period 
cannot be less than 23 per cent of this total. Parliament, how- 
ever, added £350,000 to the "new money ” to meet the small 
increase necessary, putting the full grant at £43,922,000." 

Using the same procedure, the General Exchequer Contribu- 
tion was set for the third grant period as follows: 

, £208,(538,000 

£43,572,000 X ^ = £48,349,000 (approx.) 

£188.023,000 

The sum of £208,638,000 was, of course, the rate and block 
grant expenditure for 1935-36, the penultimate year, while 
£188,023,000 was the revised figure for the first period. Certain 
deductions were made from the gross amount of the General 
Exchequer Contribution to cover local contributions in lieu of 
unemployment assistance and for the transfer of roads. Parlia- 
ment then added £2,250,000 to the " new money ” which left a 
total of £46,172,000 to be distributed. 

It is evident that the General Exchequer Contribution does 
not rise and fall in exact proportion to rate-borne expenditure; 
for example, if the latter doubled, the Exchequer Contribution 
would not double but would increase by only 77 per cent. Some 
have argued that it would be more equitable if the Exchequer- 
Contribution increased or decreased in the same proportion as 

” 23 Geo. "V, c, 8, Local Government (General Exchequer Contributions) Act, 
1933. 
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rate-borne expenditure so the local government and the central 
government might share equally in the burden of new services. 
Nevertheless, the Exchequer now puts up at least £22.5 for 
every £100 expended by the local authority on expanding 
services, and this arrangement affords considerable rate relief. 
Furthermore, if the new service is also grant-aided by a specific 
grant, the Exchequer really assumes a double burden. First, it 
pays for the central department’s share of the cost, 50 per cent; 
then after the next grant period and recalculation of the for- 
mula, it will pay — through the block grant — 22.5 per cent of 
the other half which originally fell on rates. The net allocation 
of cost is thus 63 per cent on the Exchequer and 37 per cent on 
the local authority in the assumed case. 

Factors in the Formula — Population 

The formula is a composite of five factors, each of which is 
calculated to measure some aspect of need or fiscal capacity. 
The basic factor is the total population in each county and 
county borough, while the other four simply weight the given 
population. This weighting is so substantial that the original 
population figure has been increased anywhere from 29 per cent 
to 544 per cent for counties, and from zero to 581 per cent for 
county boroughs. A process of cumulative weighting is em- 
ployed which, as the wide range indicates, brings a greater 
degree of equalization between rich and poor local governments. 

The striking part of this weighting technique is that each 
factor is assigned a “ normal ” value and the given populatioir 
is weighted more or less as local conditions fall above or below 
the “ normal ” set up in the Act. It has been difficult to discover 
the logic which led to the selection of these " normals,” or why 
one should be chosen instead of another. For example, why 
does the Act declare that rateable value of £10 per capita is the 
standard; why not £12 or £15 ? 

In an effort to establish some specific explanation on this 
choice of " normals ” for each of the factors, correspondence 
posing a series of questions was initiated with the Institute of 
Municipal Treasurers and Accountants in the fall of 1945. 
They in turn secured the needed information directly from the 
Ministry of Health, and the answers are introduced in the text 
in the appropriate section pertaining to each factor. 
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Children Under Five Years 

The first weighting factor is the number of children under 
five years of age. Several child welfare services are provided 
for these infant children and if they comprise 5 per cent or less, 
that is 50 per thousand, in the total population, the local gov- 
ernment is expected to take care of them. If the number is 
larger than 5 per cent, some central assistance may be required. 
Here then the " normal ” is 5 per cent and no local authority 
receives any weight for children unless it exceeds this propor- 
tion. The figure of 50 per thousand was originally selected as 
” normal ” because it was approximately the minimum number 
of children of that age group per thousand of population in any 
county or county borough. Consequently all counties and county 
boroughs received some weight for this factor in the first fixed 
grant period. However, by the time the third period came 
around in 1937-42, there were three county boroughs below 
" normal " and therefore there was no weight for children. 

The amount of local services attributable to this factor is so 
small it may be regarded as an index of relative poverty rather 
than a direct measure of expenditure needs. It is a well known 
fact, demonstrated by various studies, that areas having a large 
ratio of children to adult population are usually areas of meager 
resources. Or as the obseiwation is commonly stated, the size 
of the family varies inversely with income so that an abnormal 
proportion of children is prima facie evidence of low fiscal 
ability. Since expenditure on children is included in two grants 
made outside the block grant formula, this factor is not in- 
tended to measure need although it undoubtedly affords an in- 
direct measure of need just as it is an indirect measure of 
poverty. 

A major advantage of this factor is that statistics on popula- 
tion are factual and are not dependent upon the subjective and 
erratic processes of valuation, as is the rateable value factor. 
There are some disadvantages, however, which cannot be 
ignored. First of these is the secular decline in the number of 
children as a result of the stabilization of population growth. 
The averages fell from 81 per thousand in 1928 to 74 per 
thousand in 1932 and some local authorities had their share of 
the General Exchequer Contribution drastically reduced if the 
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dedine was more rapid in their areas than in others. For ex- 
ample, every county borough suffered a decrease in this factor 
between the first and second grant periods. Therefore something 
might be done to steady the factor and perhaps give it greater 
weight than it has had thus far by either lowering the normal 
which is now fifty per thousand, or increasing the percentage 
weighting attributable to this factor. 

A second disadvantage is that the children factor does not 
differentiate districts where services may be light or heavy de- 
pending upon the character of the population. In other words, 
the seiwices presumably covered by this factor are heavier in a 
" poor ” district than in a rich district, although the two 
districts may have identical ratios of children. Some argue that 
too much stress is laid upon this factor and too little upon the 
other factors of rateable value and unemployment; they then 
propose some alternative such as counting only children of the 
working class, though the problem of ascertaining the " work- 
ing class " would be most difficult of administration. Another 
alternative would be to use elementary-school children, which is 
not very good since education costs are covered by grants out- 
side the block grant formula. Still another might be to combine 
elementary-school children with children under five, weighting 
the latter since the school children are already provided for 
through the education grants. 

Despite these criticisms, the government did not change the 
children factor when it reviewed the 1929 Act in 1937. Thus 
the basic population will still be weighted by the proportion 
which the abnormal bears to the normal 5 per cent. To express 
this most neatly it can be put in equation form; 

pxi£=I5> 

50 

when P is the basic population, 

C is the number of children under five years per 1,000 population, 
and 50 is, of course, the normal established by law, namely, 5% of 1,000. 

Using the County of Cumberland as an example, substitute in 
the equation: 

P = 199,590 (basic population) 

C= 76 

and derive as the result: 103,787. This sum is then added to the 
basic population as the first weight. 
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Rateable Value 

The second of the four weighting factors is rateable value, 
and the law established a normal of £10 per capita, which is 
deemed adequate for local services of reasonable quality. The 
only local governments to receive weight are those which fall 
short of this norm. In the ' children under five ’ factor it was 
the local governments above the normal which received weight, 
whereas here it is just the opposite; those below the normal 
receive weight. In the third grant period, 1937-42, two counties 
and seven county boroughs received no weight for rateable value 
as they all had £10 or more per capita. 

This factor aims at a measure of capacity to pay, and its 
effectiveness depends largely on the uniformity of valuation. 
Rateable value in Great Britain is comparable to assessed valua- 
tion in the United States, though the English exempt empty 
property from the local rates, and levy on the occupier, whereas 
in the United States all real property is taxable whether occu- 
pied or not, and levy is made upon the owner, not the occupier. 
The problem of valuation is just as acute in Great Britain, how- 
ever, and wide differentials exist between annual values and 
rateable values. Hence the accuracy of this rateable value factor 
is seriously vitiated by the variations in local rating policy, 
while the other factors in the formula are derived by simply 
counting heads. 

The Rating and Valuation Act of 1925 was an attempt to get 
more uniformity. Some progress has been made, although 
cumbersome valuation committees in the counties increase the 
difficulty of getting uniformity within a county. Returns are 
being required of rating authorities showing the per cent of 
gross value to rental value, witli the result that uniform valu- 
ation is steadily improving; but undervalued areas still gain 
at the expense of those with valuations up to date. This factor, 
moveover, is the only one subject to the influence of local 
authorities and serious consequences may result when such in- 
fluences are brought to bear. Obviously the more an authority 
can underassess its properties, the lower it falls below the £10 
normal, and the larger the weight it receives. This assumes, of 
course, that tire other authorities do not imitate the action, for 
then the relative positions would remain unchanged, and the 
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original auUiority gains nothing. In spite of these difficulties 
there can be little doubt that rateable value per capita is one of 
the best measures of local fiscal capacity. 

The rateable value factor was introduced for a sound reason, 
namely, to recoup for local authorities the losses sustained in 
derating, when the initial guarantees expire and the whole 
Exchequer Contribution is distributed by the formula. Some 
argue that the law does not succeed in this respect for it pro- 
vides only a one-way variation. Instead of allowing any excess 
over the normal £10 to reduce the weighted population figures, 
it ignores such cases and deals only with those below the norm, 
increasing their weighted population accordingly. This proposal 
might bring drastic equalization, but as noted above, there were 
only 9 local authorities (out of a total of 145) which exceeded 
the £10 norm and received no weight. Obviously the norm was 
set so high as to include practically all counties and county 
boroughs except the most wealthy. 

To give greater support to those with larger derating losses 
one plan was suggested, namely, to determine rateable value 
per head before and after derating. Then the weighting factor 
might be increased by the percentage between the two. As- 
sume, for example: 

Rateable value without derating £5 per head 

“ " with " 4 " " 

The percentage by which £4 is less than £5 is 20 per cent, and 
the factor, so it is proposed, will be increased by tlrat amount 
before being applied to the basic population. There is no doubt 
that some local governments will be hard pressed when the 
guarantees expire because of derating losses, and perhaps some 
increase in the rateable value factor as outlined above, will 
mitigate this pressure, 

Some of the local authorities have protested because the rate- 
able factor is concerned only with the basis of levy and not the 
volume of expenditure. Moreover, they said, the 1929 Act was 
calculated to broaden the tax base by using larger sums from 
the national Exchequer, thus relieving real estate; but in fact 
it is not working out so. As for varying the grant with volume 
of expenditure, such a plan would resurrect the problems of the 
old percentage system which the 1929 Act studiously avoided. 
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and to turn in that direction now would mark the end of the 
block grant system. 

The government considered all the possibilities of changing 
the rateable value factor, but opinions were so diverse that it 
was decided to make no alteration. Hence the 1937 law con- 
tinued the 1929 provisions, namely, the proportion which the 
deficiency in rateable value bears to the normal ten pound per 
capita is the weighting factor. Again transposing this into 
equation form: 


10 


when P is basic population 

R is rateable value per head 
£10 is the normal established by the 1929 Act. 


Using data for Cumberland County again, substitute the values 

P = 199, 590 
R = £4 

in the equation and derive the result: 116,940, which sum is 
added to the basic population as the second weight. The result 


thus far is: 

Basic population 199,590 

First weight (children) 103,787 


Second weight (lateable value). 116,940 

420,317 

This sum 420,317 is called the "first intermediate weighted 
population ” and becomes the base figure for the last two 
factors to which attention is now directed. 


Unemployment 

The third weighting factor is the volume of registered 
unemployment which quickly became the most important factor 
in the depressed years of the 1930’s. Since then the picture has 
been greatly altered by the Unemployment Act of 1934. This 
law imposes upon the central government partial financial 
responsibility for able-bodied unemployed and their depend- 
ents, so the importance of the factor has declined. 

The original intention was to provide additional aid for 
areas with abnormal depression, and to that end the Act estab- 
lished the normal unemployment at II /2 per cent of the total 
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population. Thus areas witli unemployment in excess of this 
norm were entitled to receive an addition to their weighted 
population. 

Since administrative counties have a lower level of unemploy- 
ment than county boroughs, the" normal ” was set at a figure 
slightly below the average for England and Wales as a whole. 
Moreover, as the mere numerical excess of the percentage over 
ll/^ would not have provided sufficient weighting, a multiple of 
10 was introduced. As thus selected, the factor produced a 
weighting in 18 of the 62 counties and in 68 of the 83 county 
boroughs. 

This factor really attempted to measure both need and fiscal 
capacity at one stroke, for a large number of unemployed 
would increase the relief demands upon the local government, 
and at the same time reduce the disposable income from which 
rates are paid. However, since this factor is based upon insured 
persons only, whose unemployment benefits are now borne by 
the central government and not the local authority, it might be 
argued that unemployment does not represent the burden of 
expenditure but is rather an index of fiscal capacity. Yet all 
able-bodied unemployed do not come within the terms of the 
1934 Act, and responsibility for such persons as hawkers, small 
traders, and the temporarily sick fall upon the local govern- 
ment. Then again this factor excluded all the unemployed 
who were not insured, such as agricultural workers and fisher- 
men; it therefore still stands as a measure of need. 

Perhaps the most damaging criticisms of the unemployment 
factor are the time lag involved, and the wide fluctuations 
which may occur in the interim due to general business con- 
ditions. The time lag arises, of course, from the five-year 
duration of the fixed grant period, while the formula is 
computed only once for each period. The grants in the second 
period, 1933-37 for example, were based upon the unemployed 
for 1930 , 1931, and 1932, witli no allowance for acute and 
sudden unemployment in one area; nor was any grant with- 
drawn for areas which had recovered since the period began. 

The second criticism is the susceptibility of this factor to 
wide fluctuations. In the first grant period the unemployment 
factor attracted 8 per cent of the total amount distributed which 
increased to 20 per cent in the second period. Moreover, this 
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factor is applied not to the basic population, but to the popula- 
tion as already weighted by the children and rateable value 
factors, or as it is designated in the Act, the " first intermediate 
weighted population.” Thus variations in unemployment will 
have a greater effect than the other two factors discussed above. 

Several proposals have been put forward to correct the 
defects of this factor as prescribed in the original statute. Some 
recommend the introduction into the formula of a new factor, 
namely, the amount of public assistance expenditure per head 
(or possibly per pound of rateable value) . Such a factor would, 
it is alleged, aid the areas needing it most, especially where un- 
employed men do not qualify under the 1934 Act and neces- 
sarily fall on the public assistance rolls of the local government. 
Another argument for this new factor is that the policy of the 
national government may have a direct effect upon the volume 
of public assistance, to wit: great ports suffer as a result of a 
tariff while other industrial areas receive all the benefits. The 
principal criticism of such a proposition is the same one could 
make of any attempt to tie up the block grant with the volume 
of local expenditure. It might easily aid the extravagant au- 
tliorities at the cost of the more conservative and thrifty. This 
objection is not unique, for it might be applied as well to the 
rateable value factor, which is controlled by the valuation 
policies of local officers. 

Another proposal, somewhat related to the above, is also 
to introduce a new poor-relief factor, but this time on the basis 
of the number of persons on tire relief rolls, and not the volume 
of expenditure. This, it is alleged, might serve either alone or 
in combination with the unemployment factor to provide a 
steadying influence for the latter, and narrow the wide fluctua- 
tions which are admittedly unsatisfactory. Such a scheme does 
not tie up the block grant to the volume of expenditure and 
for that reason seems superior to the one noted above. More- 
over, it is evident that poor relief is responsible for heavy local 
expenditures, so why not include so significant an item in the 
formula as a good measure of need and fiscal capacity? 

Still a tliird proposal was for a weighting factor based on 
the average length of unemployment which would provide a 
more reliable indicator of real need. Here the administrative 
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difficulty of ascertaining the average length of unemployment 
for several million people every five years seems insuperable. 

The original statute of 1929 defined this factor as the pro- 
portion which the unemployed insured men (plus one-tenth 
of the unemployed insured women) over a three-year average, 
bore to the basic population of each area. The excess of this 
proportion over II /2 per cent of the population, which is the 
" normal " set up in the Act would be multiplied by ten in the 
first and second periods, while in the third period the multiplier 
would be reduced to 5-8. 

The original Act required that the formula be reviewed in 
1937 . At that time it became evident that since the Act started 
in 1929 , population had increased, the number of children 
under five had decreased, and there had been a general increase 
in rateable values. One consequence of these changing factors 
was to increase the proportion of the General Exchequer Con- 
tribution attracted by the basic factor of population, and cor- 
respondingly to decrease the effect of the weighting factors. 
This tendency, if no alteration in the formula were made, 
would have given some advantage to the richer areas which 
usually receive little weighting. The government chose to 
counteract this tendency by revising tlie unemployment factor. 
This was accomplished in 1937 and provided (1) that the 
multiplier should remain at ten, and (2) that a super-weighting 
factor be introduced, where the calculated unemployment ex- 
ceeded 5 per cent of the population, this excess be multiplied 
by five. This super-weighting feature operated in five counties 
and twenty-eight county boroughs in recalculating the formula 
for the third fixed grant period. 

To illustrate the effect of this change, the factor has been 
calculated under the 1929 and the 1937 Acts and expressed, 
for convenience, in equation form: 

1929 1937 

I (U — 1.53 X 5.8 (a) I ( U— 1 5 ) X 10 

100 100 

(b) I ( U— 5) X 5 
100 

when I == inteimediate weighted population 

U = percentage of unemployed to basic population, 

1.5 = normal percentage unemployment 
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5.8 = multiphef foi the third grant peiiod under the 1929 Act; 10 is the 
multiplier under the 1937 Act 

In equation (b); 5% represents the "super-norm” and 5 is the prescribed 
multiplier for this excess unemployment. 

Using the data for Cumberland County again and substituting 
in the various equations the values: 

I = 5.953% 

U = 420,317 

diese results are derived: 

1929 108,567 

1937 (a) 187,167 

(b) 20,028 207,195 

Obviously the 1937 revision increased the weight due to un- 
employment very substantially. The formula as constructed 
thus far is: 


Basic population 199,590 

First weight (children under five) 103,787 

Second weight (rateable value) 116,940 


420,317 

Third weight (unemployment) 207,195 


627,512 

This total of 627,512 completes the formula for county bor- 
oughs and represents the " total weighted population,” on the 
basis of which a county borough will receive its slice of the 
General Exchequer Contribution. For counties, however, there 
is still one more weighting factor to be considered, namely, 
sparsity. In other words, the 83 county boroughs are given only 
three weights whereas the 6l counties (excluding London) 
must add a fourth weight for sparsity before their " total 
weighted population ” can be determined. 

Sparsity 

This factor, which applies only to counties (excluding 
London) is an attempt to measure the burden of highway cost 
and maintenance, and has no relation to the fiscal capacity of 
the area. Expenditure per capita on roads will be high when 
the population per mile of road is low; hence with some 
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measure of the spread of population it should be possible to 
direct relief to areas where the highway costs are a heavy 
burden on rates. 

The " normal ” established in this factor is 200 persons per 
mile, although, unlike the other three weighting factors, it is 
really a false norm because weight is given to areas which have 
more than 200 as well as to those having less. In fact every 
county (always excepting London) gets some weight for 
sparsity whether the population is sparse or not! 

The 1929 Act distinguishes counties with less than 100 
persons per mile (see equation A) from those with more than 
100 per mile (see equation B) , and the former are more heavily 
weighted. Once more, expressing these relations in equations: 

(a) I (200 — S) (b) I (_5g) 

200 S 

when I = fir-st inteimediate weighted population 
S = population pet mile 
200 = norm defined in 1929 Act 

Apparently the government did not wish to cut off completely 
all counties with more than 100 per mile but the weight 
allowed is drastically reduced. Using data for Cumberland 
County and substituting these values; 

I = 420,317 
S = 82 

the result is derived from equation (a) : 247,987. 

In reviewing the 1929 Act as required in 1937, Parliament 
decided to increase the weighting for sparsity as it had done for 
unemployment. Strengthening the sparsity factor was intended 
to safeguard the position of the counties generally, and es- 
pecially to improve the aid given to the poorest counties, 
balancing the increased unemployment factor which favored 
the county boroughs. These alterations were accomplished by a 
change in the factor itself and also by a change in the base 
population to which the weight is applied. 

The norm was changed from 200 to 300 for counties with 
population less than 100 per mile. The base population in 
1929 was the first intermediate weighted population, but after 
the 1937 revision it was changed to the second intermediate 
weighted population. That is to say, the weight for sparsity was 


4 



50 British Block Grants and Central-Local Finance 

formerly applied to the original population plus the first two 
weights (children and rateable value) whereas now a third 
weight (unemployment) is added to the base before applying 
the sparsity factor. Expressing these changes in equation fonn: 

(a) W X (300 — S) (b) W X 40 

300 (S — 40) 

when W = second intermecliate weighted population 
S = population pei mile 
300 = the noimal under the 1937 law 

To observe the effect of this change the formula may be 
recomputed with the values: 

W = 627,512 (Using equation (a) again) 

S= 82 

to derive the result: 456,013, which is obviously much greater 
than the weight of 247,987 obtained under the 1929 law. 

The final picture now looks like this for Cumberland County 
using the formula as amended in 1937: 


Basic population 199,590 

First weight (children under five) 103,787 

Second weight (rateable value) 116,940 


First intermediate 420,317 

Third weight (unemployment) 207,195 


Second intermediate 627,512 

Fouith weight (sparsity) 456,013 


1,083,525 

Thus the original population has been increased fivefold by the 
weighting process. It is evident the factors for unemployment 
and sparsity are more generous weights since they are not 
applied to the basic population but to a base already weighted 
by two or three factors, respectively. This cumulative weighting 
has been frequently criticized on the ground that a factor is 
either satisfactory of itself or not, and if not satisfactory with- 
out cumulative weighting, it should be drastically amended. 
Nonetheless, such cumulative weighting does make for steeper 
equalization as between local authorities, presumably a desir- 
able achievement. 

Probably the most serious problem which the formula 
presents is that of wide fluctuations in the various factors, to 
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which attention has already been called. The fifteen years in 
which the Local Government Act has been operating can hardly 
be designated as normal years, yet they provided the severest 
test possible for judging the effects upon local finance. Con- 
sidering the effect of the children-under-five factor, it is signi- 
ficant to find that a weight of 24,000,000 in the first grant 
period dropped to 19,000,000 in the second period and went 
still lower to 16,000,000 in the third period. The unemployment 
factor, as might be expected, increased from 8.5 million in the 
first period to 21.5 million in the second period and dropped 
to 18 million in the third, reflecting the rise and fall of business 
prosperity. Such violent fluctuation of factors is not satisfactory, 
first, because it disturbs the distribution of the General Ex- 
chequer Contribution, and second, it does not directly reflect 
these factors in local expenditure; a sharp drop say, in the 
children factor will reduce the amount of the block grant for 
a single area very substantially with no corresponding reduc- 
tion in local expenditure. The obvious result is a sudden in- 
crease in the rate burden. 

Discussions thus far have revealed no satisfactory factor 
which, when introduced into the formula, will exercise a 
stabilizing influence. Meanwhile the operation of the factors 
must be stabilized if local finance is to avoid serious dislocation, 
especially when derating guarantees expire and the entire Ex- 
chequer Contribution is distributed according to formula. Two 
proposals have been made to meet the problem: one to have a 
separate grant formula for each service, and another to split 
the national pool into six parts to be distributed separately, 
though the money would actually be handed over as one block 
grant. The first plan would become too complex, to say noth- 
ing of the fact that it represents a departure from the single 
block grant system in the direction of the old specific service 
grants. The second proposal is more tenable. It would anchor 
each weighting factor to a specific proportion of the General 
Exchequer Contribution, so that each weight would have a more 
or less constant value and operate independently of other 
weights in the distribution of the pool. For example, let 40 
per cent of the General Exchequer Contribution be distributed 
on the basis of population, 20 per cent on the basis of children 
under five, and so on for each of the factors. The major criti- 
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cism of this plan is that it loses the equalization beiielits of the 
cumulative weighting in the present formula, and also in- 
volves too arbitrary a determination of how much of the pool 
should be allocated to each factor. 

In the investigation prior to the revision of 1937, the gov- 
ernment considered the possibility of using additional factors 
such as old age pensioners, children of school age, and persons 
in receipt of out relief. It concluded, however, that the existing 
formula had substantially accorded with the original purposes 
of the 1929 Act, and that except for some strengthening of 
the unemployment and sparsity factors, it should remain un- 
changed.’-“ The few revisions made were calculated to give 
more assistance to needy areas, for example those counties and 
county boroughs which were hardest hit by derating losses, 
or burdened with chronic unemployment as a result of de- 
pression or industry shifting to southeast England. 

Another important criticism which is leveled at the formula is 
the omission of any factor giving effect to the actual burden 
of the whole rate-borne expenditure of single local authorities, 
These local units undertook liabilities expecting a continuance 
of the system and rates which existed prior to 1929. They 
planned new services, raised capital, and set rates on the basis 
of the then existing rateable value. When derating came they 
could not abandon services already begun or about to begin in 
which capital had been invested. Grants that are based upon 
population do not measure these burdens and it is easy to over- 
look the important fact that expenditures of local govern- 
ments cannot vary in proportion to the population fluctuations. 

The selection of the county and the county borough as units 
for calculating the apportionment of the General Exchequer 
Contribution and then redistributing the block grant to local 
authorities within the county has been a source of much heart 
burning on the part of local authorities. The foregoing pages 
cover in detail the workings of the formula, the factors which 
make it up, criticisms and suggested alternatives to meet 
apparent defects. Yet the study is only half completed, for once 
the money is given to the county it must be parceled out among 
the many local rating units in the county’s jurisdiction. This 

^"Report on Result of Investigation Under Section 110, House of Commons 
Paper No. 42, 1937, 
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redistribution raises a whole new set of problems to which 
attention may now be directed. 


Grant Distribution Within Counties 

Oddly enough the complex formula adopted by the govern- 
ment to apportion the General Exchequer Contribution among 
county and county boroughs is discarded after this operation 
and is no longer used. The largest number of local authorities 
is made up, of course, of the smaller unit such as the non-county 
borough (a city too small to qualify for county borough status) , 
urban district, and rural district, all three being under the sur- 
veillance of the County Council. Yet they all receive their block 
grant, not according to the famous formula, but on a single 
capitation basis. Non-county boroughs and urban districts each 
receive a slice of the county's money, the amount being deter- 
mined by the ratio : 

^2 total county apportionments from the pool 
Aggregate population of all counties 

Substituting figures for the third grant period (1937-42), the 
solution is; 


Total county money (exclude London) £28,664,000 

One half of this sum 14,332,000 

Total population in counties (exclude London) .... 23,025,890 


hence the ratio: 


£14,332,000 

23,025,890 


•= 101/2 shillings. 


In other words, every non-county borough and urban district 
receives annually lOr. 6d. per capita on its estimated population. 
In the first period this amounted to 12 j-. 6d. per capita and in 
the second grant period, 12£. 2d. Rural districts have had their 
burden so lightened by the transfer of road cost and poor relief 
to the county council that they receive only one-fifth of this 
amount, that is, 2s. 6d. in the first period 2s. 5%^/. in the second, 
and 2s. id. in the third period. 

This capitation grant is uniform throughout every county in 
the entire country and goes to every local authority within each 
county regardless of the need or the wealth of that local unit. 
Moreover, since the capitation grants are computed from total 
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population it may be that a single county council will exhaust 
its entire share o£ the Exchequer Contribution in trying to pay 
the local units in its area the sums they may claim under this 
provision. Such a county would then have nothing left for its 
own heavy expenses, such as the burdens of highways and poor 
relief, and these would fall upon the ratepayers. In an effort 
to meet these and other anomalies, various provisions were 
included in the 1929 Act. 

First, the " Deficiency Grant” was provided to give further 
assistance to an administrative county if it could not pay its 
subdivisions the prescribed capitation grants. Two fairly rich 
counties, Middlesex and Surrey, did not receive enough in their 
block grants to meet these district payments and were awarded 
deficiency grants totaling £100,423 each year. The 1937 Act 
further stipulated that the county council in such instances must 
contribute to this deficiency out of its own resources. This it 
could do either by paying one-half of the deficiency, or by 
contributing an amount equal to the product of a penny rate 
in the first year of the grant period, whichever amount was 
smaller. The other half of the deficiency is paid by the Exche- 
quer, but as it is then deducted from the entire block grant pool 
it is really spread over the local authorities in the form of 
slightly smaller block grants. 

Second, those districts within a county that experienced an 
increase in rates following the introduction of the Local Govern- 
ment Act were designated as " losing ” areas, while those 
districts which could lower rates as a result of the 1929 changes 
were designated “ gaining ” areas. The Act then provided for a 
” Supplementary Grant ’’ to each losing area to ease the transi- 
tion from the old to the new system, insuring that no rating 
authority should suffer any increase in rate poundage. This 
arrangement was effective the first five years, to 1935, guaran- 
teeing full losses of any district. After 1935 the amount was 
reduced one-fifteenth annually, and after nineteen years the 
full effect of the formula was expected to operate without this 
cushion. 

The 1937 changes in the Act liberalized this provision some- 
what by allowing the Ministry of Health to cut the reduction 
to one-thirtieth annually instead of One-fifteenth, where the 
latter amount would occasion special hardship or difficulty in a 
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local district. Or if the district were really hard up, the Ministry 
of Health could, after checking with the county council, take 
this reduction out of the county’s block grant instead of the 
district’s capitation grant. This would have an equalizing effect 
within the county, for the county council would probably raise 
a corresponding sum by additional rates (precepts) on all 
authorities within its jurisdiction. 

The supplementary grant was calculated by comparing the 
local authority’s expenditure in the standard year 1928-29 with 
the expenditure as it would have been had the new system of 
derating been in effect that year. If this comparison showed a 
rate increase necessary, a supplementary grant was allowed 
the "losing” area in amount equivalent to the estimated in- 
crease (of the hypothetical over the actual rate then prevailing) . 
The funds for these supplementary grants came from two 
sources; one-half was new money from the Exchequer outside 
the block grant pool, and the other half came from the 
" gaining ” areas in the same county. All areas that gain must 
give up an equal proportion of this gain, but this share cannot 
exceed the capitation grant which the gaining area receives 
from the county. Should the contributions of these gaining 
areas not make up one-half of the cost, the Exchequer will pay 
the balance. The supplementary grant scheme does not apply 
to county boroughs unless there are peculiar local conditions 
with separately rated areas. Even then the supplementary grant 
covers only one-half the loss sustained by a losing area in the 
first five years, this being reduced by one-fifteenth each year 
thereafter. 

The device of the supplementary grant, instead of smoothing 
the path, has itself produced some anomalies and leaves much 
to be desired. As local authorities have argued, the deduction 
from the capitation grant of the gaining areas towards the 
supplementary grant payable to losing areas, is an injustice, 
especially if the rate poundage in losing areas is lower than in 
gaining areas. Moreover, as the scheme actually works some 
poor areas, having gained substantially from the capitation 
grant, must contribute to the “ relief” of wealthy areas which 
have " lost.” Thus differences in local fiscal capacity are intensi- 
fied rather than equalized. Finally the remoteness of the 
standard year 1928-29 with no allowance for changes since 
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then, is a weakness of many sections of the Local Government 
Act, In this case, recalculation might alter the status of some 
local units, for example, change some losers to gainers or vice 
versa. 

Third, for any rural district where special and parish rates 
were levied in the standard year 1928-29, compensation was 
provided for losses which the district might suffer because of 
derating. In the first two grant periods 100 per cent of such 
loss was guaranteed, and was paid to the rural district out of 
the county block grant. In the third period only 50 per cent 
of loss was guaranteed although the county council was free 
to pay the remaining 50 per cent or any fraction thereof if it 
saw fit to do so. In the fourth period the guarantee falls to 25 
per cent of the Joss with any additional payments still optional 
on the county council. Finally the guarantee expires at the 
beginning of the fifth period. This declining percentage of 
leimbursement for derating loss is analogous to that allowed 
counties and county boroughs in the distribution of the 
national pool, described above in detail. At the end of the 
seventeen-year transition stage, both guarantees expire. Since 
the third grant period, 1937-42, has been extended indefinitely 
as a result of the war, the transition phase is also indefinite, 
though originally set for twelve years. 

In spite of these precautions to prevent any serious dislocation 
in local finance, there is still much to be desired and many local 
authorities argued in vain for a revision of this capitation 
system. Those representing county boroughs declared a revision 
in the formula was desirable because some boroughs received 
a smaller grant in the second as compared with the first fixed 
grant period. This occurred in the face of increased unemploy- 
ment and the need for public assistance coupled with a de- 
creased population which apparently reduced the amount of the 
grant more than the increased unemployment weight enlarged 
it. The borough population moved out of these distressed 
areas to other industrial sections, which then received a larger 
share of the pool at the expense of the original borough. It 
must always be remembered that the national pool is fixed in 
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amount and when one county or county borough gets more, 
the others necessarily get less. Representatives o£ these large 
urban boroughs were well aware of the inelasticity of muni- 
cipal services, and that a mere reduction in population does not 
decrease the volume of services already provided; streets and 
schools, for example, must still be maintained. Hence these 
county boroughs desired a greater weight on the factors estimat- 
ing need, which was partly accomplished in the 1937 revision 
of the unemployment factor. County boroughs, of course, get 
no weight for sparsity in their formula so would not gain from 
the revision in that factor. 

The means taken to prevent loss due to derating were fairly 
satisfactory, but grave doubts were often expressed as to what 
might happen after the transition when all guarantees expire, 
and the formula distributes the entire national pool. Some 
proposed that sums for reimbursing these derating losses should 
not be included in the pool but distributed on the basis of actual 
losses. Many attempts were made in 1929 to provide such direct 
compensation following the precedent of the 1923 Agricultural 
Act, but they all failed of enactment. The transitional guaran- 
tees against derating loss are not wholly satisfactory as they 
make no allowance for new industrial property and increased 
assessment due to alterations and improvements; moreover, the 
courts have allowed many borderline cases originally thought 
not within the law and therefore not included in the figures 
upon which the grant is based. In other words, all derating 
grants were computed for exempted properties as of the 
standard year 1928-29. As this base becomes further and 
further removed from present conditions, some dislocation must 
occur, and since derating was forced upon the local authorities 
for the benefit of the country as a whole, it seems some method 
of paying according to actual loss would be an improvement 
over the existing statute. 

Some indication of the magnitude of these items may be 
derived from the following data showing the distribution of the 
county block grant for the first year of the second grant 
period, 1933: 
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I. Payable to county districts out of the block grant: 


(a) Capitation grants to urban and 


rural districts 

Deficienqj grant 

£ 9,585,046 
228,443 

£ 9,813,489 

347,160 

34 8% 

1.2% 

(b) 75% of losses on special and 
parish rates 


(c) Maternity and child welfare Committee 

189,364 

.7% 

Balance payable to county council:... 

£16,942,720 

£10,350,013 

36 7% 

Additional exchequer giant .... 
Supplementaty giant 

39,992 

847,977 

£17,830,689 

63.3% 





£28,180,702 

100.0% 


The balance shown in II is available for county requirements 
and by reducing rates is really distributed among the county 
ratepayers on the basis of rateable value. The deficiency, 
additional, and supplementary grants represent funds supplied 
by the Exchequer over and above the amount of the national 
pool. To summarize the purposes of these funds once more: 
the “ deficiency grant ” went to counties where the capitation 
payments exhausted the county’s block grant; the ” additional 
Grant ” was paid to those counties that did not show a gain 
of one shilling per capita prescribed in the statute; finally the 
'* supplementary grant " filled the gap between losing and 
gaining areas within any one county. 

In spite of these various efforts to smooth the rough path 
of transition the actual application of the system showed start- 
ling gains and losses within single counties. Enumerating the 
obvious defects in the capitation system, it may be noted first, 
the grant received by the local unit was not affected by its losses 
due to derating; hence two areas may have received the same 
grant though one may have lost a large amount of rateable 
value. Second, while expenditure is broadly related to popula- 
tion, yet it is not immediately adjustable to diminishing num- 
bers. The result is a smaller grant, though expenditures cannot 
be reduced proportionately. This same point was made in 
criticizing the weight given to population in distributing the 
national pool among counties and county boroughs, but it 
applies a fortiori to the capitation grants within a county where 
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populaLion is the one and only factor. Third, the capitation 
system ignores special local burdens and intensifies them by 
reducing the tax base. Fourth, a highly rated area gets the 
same capitation grant as a low rated area, if the population 
is the same. In brief, the system benefits those local authorities 
which (a) had a low percentage loss of rateable value and (b) 
had relatively low rates in the standard year. The effect is 
serious when expenditures on heavy public assistance or local 
improvements have increased since the standard year 1928-29, 
for rates to provide revenues are necessarily higher on the 
reduced tax base. Increasing expenditures always weigh more 
heavily upon local authorities with decreasing rather than 
increasing rateable values. 

These various criticisms indicate that one objective behind 
the 1929 Act, to wit, the distribution of funds according to 
need, is very imperfectly realized. Local authorities point out 
that these actual effects have not been generally recognized 
due to the transfer of functions to the county, the payment of 
derating compensation, and because the Supplementary grants 
prevent any immediate increase in rates. The provision for 
Supplementary grants is only a temporary stop-gap, however, 
and when the full formula becomes operative the inequities of 
the capitation system will receive more publicity. 

If the present system of distributing grant money among the 
subdivisions of the county appears so unsatisfactory after the 
above criticisms have been made, what can be found in the way 
of alternative methods which might remedy the defects ? Any 
such device, in addition to being workable, must square with 
the major premises of the Local Government Act, that is, grants 
are henceforth to be made on the basis of need and will no 
longer be measured by the amount of expenditure. Then too, 
the derating losses, about which so many local authorities have 
been fretting, are the result of a reform in the basis for rating. 
Parliament decided upon these two vital changes, so any alter- 
native method of distribution must not attempt to counteract 
them, either by paying derating losses to the place of origin, or 
by linking grants to expenditure. 

The first possibility is that of distribution on a weighted 
population just like the counties and county boroughs. Thus 
the actual population could be one factor in the formula, and be 
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weighted by the usual children under five, and rateable value 
when it is under ten pounds per capita. Since poor relief has 
been transferred to the county and most of the unemployment 
burden assumed by the national government in the Act of 1934, 
the unemployment factor need not be included. The argument 
for this basis of distribution is sound, for if the formula 
measures "need ” for counties and county boroughs, it should 
do the same for local areas within the county. 

A second alternative method would be to reimburse all local 
areas for derating losses in the standard year 1928-29 before 
any further division is made. This might remedy the defect of 
the present capitation system which ignores derating, but it 
fails to note increases or decreases in rateable value since the 
standard year, and even more important, it violates one of 
the cardinal premises of the 1929 Act noted above, that is, that 
derating was a national reform which would be vitiated by 
paying derating losses to the point of origin. 

A third basis is a possible combination of the first two where- 
in the capitation grant would be (1) based on actual population 
and (2) weighted for the percentage which derating losses 
bear to the unreduced rateable value in the standard year, In 
other words, if the rateable value in 1928-29 were £100 and 
under the Act £30 were exempted, the actual population would 
be weighted by 30 per cent. 

Still a fourth basis would include the rate burden as a factor 
in addition to population. It has been much publicized and 
often urged that such a factor be inserted in tire regular formula 
distributing the national pool, as well as in a formula redistri- 
buting funds to sub-county units. One variatioir of this scheme 
is to divide the county’s block grant between the county council 
and the separately rated areas within the county, in proportion 
to the rate-borne expenditure during the proceeding fixed grant 
period. While county and county borough councils are guaran- 
teed a gain of one shilling per capita, the local districts enjoy 
no such guarantee, so it is felt by many that some plan re- 
cognizing rate burdens would be a real improvement. 

So much has been said for this and related ideas that it is 
worthy of some detailed consideration. First of all, the alleged 
advantages of including rate burden as a factor are: 
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1. The special local burden would then attract a due proportion of 

the grant, varying with the extent of services. 

2. Progressive authorities could get more, because of their increased 

expenditures, that is, the grant would become flexible. 

3. The action would become applicable to all counties and the 

Minister of Health would not have to pay deficiency grants 

as was done in Middlesex and Surrey. 

4. Decreases in population would not reduce the amount going to 

local authorities until a corresponding decrease in expenditure 

is effected. 

5. No extra money would be required from the Exchequer. 

6 . The easy method could be understood by all. 

7. Any revolutionary change would be avoided in the present level 

of rate poundages. 

The advocates of this new factor recognize the possibiiity of 
promoting reckiess expenditure and discouraging economy, but, 
they reply, this danger is overemphasized and the control of 
central over local authorities is enough to prevent any great 
increase of expenditure. The exact nature of this " control ” 
will be reserved for a later chapter. Moreover, they argue, 
the ratio of grants to expenditure is not sufficient to warrant 
increased expenditure simply to get a larger portion of the 
county’s block grant. 

In criticism of any scheme to include rate burden as a factor 
or to link the county block grant and local capitation grants 
to expenditure, much can be said. Whenever the needs of a 
county are ascertained without regard to expenditure, any 
method of subdivision will result in some anomalies and can 
hardly hope to satisfy everyone. How, precisely, shall this 
factor of rate burden be measured? One method would be to 
take rates in the pound (that is, the tax rate) for each local 
area and compare them. The community with the highest rate 
is then bearing the greatest rate burden. Such a crude method 
is clearly unsatisfactory for burden is not represented by the 
poundage rate alone but depends on the rateable value per 
capita as well. Hence: 


Rateable Value Poundage Rate Absolute Burden 

£500 2s. £50 


A second method, therefore, might be the computation of 
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poundage rate per head of population; that is: (assuming 
population is 100) 

^ ^- L = ioj qj the relative buiden. 

100 

This measure cannot be stressed too much, however, because the 
distressed condition in a certain local area resulting from unem- 
ployment would exist whether rates were high or low. A 
situation is probably less deplorable if the rates are high due 
to heavier expenditure on social services. Yet it seems clear that 
additional funds from the Exchequer should not be provided 
simply because rates are high, or needed aid withheld because 
rates are low. Rates are only symptoms and any remedy, for 
example, a factor in some formula, should not be aimed at 
correcting the symptoms but rather the toxic condition which 
exists and produces the symptoms. Finally, let it be said that 
high rates may or may not be symptoms of a toxic economic 
condition, and a formula factor can scarcely be based upon such 
indeterminate ground. For the present, therefore, it seems 
poundage rates, either absolute or relative, must be rejected as 
a satisfactory measure of burden. 

A second major criticism of this attempt to link capitation 
grants to expenditure is that it fails to consider the effect of 
the cost of supplying services in areas having a considerable 
increase in population. At least the present system does allow 
for that by the flat grant per capita to be paid by the county 
council to local areas. In the converse situation, an abnormal 
fall in population in an area due to the shifting of industry, 
the present arrangement is not so equitable. It might be cor- 
rected by setting a minimum below which the grant cannot 
immediately fall, or by allowing a considerable lag in calcu- 
lating the effect of the decreased population. The first arrange- 
ment would give the local authorities something comparable to 
the one shilling guarantee assured to counties and county 
boroughs. The second scheme recognizes the fact that expendi- 
tures do not decline directly with population. 

All in all, it must be concluded that the general proposition 
to distribute grants within the county on the basis of rate-borne 
expenditure would result in a repetition of the old percentage 
system and all its weaknesses. First, those rare economical 
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authorities would be penalized; second, it has been seen that 
total expenditure is not necessarily an index of need; and 
finally, while it might prove advantageous for some areas, a 
national formula cannot proceed on the basis of one county or 
a few individual areas — it must be tested for the whole country. 

A similar conclusion must be reached concerning the losses 
from derating which, some have argued, should be restored to 
the losing areas before the national pool is distributed on the 
formula basis. Prior to 1929 percentage grants went to many 
local authorities which, relatively speaking, could have done 
without them. The Local Government Act was devised to stop 
this drain on Exchequer money and now to pay each area uncon- 
ditionally the amount lost due to derating would vitiate the 
very “ foundation stone of the block grant.” 



Chapter V 


IMMEDIATE FINANCIAL EFFECTS OF THE LOCAL 
GOVERNMENT ACT 

The foregoing chapters have been devoted to a detailed dis- 
cussion of the block grant formula with critical examination 
of each factor and the wide variety of possible changes that 
might be made. For purposes of exposition the early effects of 
the 1929 Act on local government finance will be discussed in 
this chapter. While there is some risk of repetition in thus 
handling the materials, it has the distinct advantage of segre- 
gating the actual fiscal effects in one chapter. This obviates the 
necessity of plowing through the long discussions of the pro- 
ceeding chapters if one only wants the fiscal situation without 
inquiring into the methods of distribution. Before proceeding 
to a discussion of the fiscal effects on local government, it will 
be enlightening to consider briefly the effect upon the national 
budget of these large Exchequer grants, together with a survey 
of how the 1929 Act was originally financed. 

Exchequer 

The Local Government Act of 1929 was conceived in a 
period of prosperity, born on the eve of economic collapse, and 
painfully nurtured tlarough the succeeding period of depression 
in the face of shrunken revenues and huge deficits. Mr. 
Churchill was Chancellor of the Exchequer and found himself 
at tire end of the fiscal year 1927-28 with a surplus of 
£4,239,000. The movement for relief to local ratepayers had 
been gatlrering momentum; pressure from industrial groups 
was not without its effect; and the system of grants then in 
operation was so chaotic that the time seemed opportune for 
some reorganization and reform. Consequently the Chancellor 
planned a surplus in the 1928-29 budget of £14,500,000, which 
could be added to the 1927 surplus and made available for (a) 
contingencies in the 1928 budget and (b) a Suspensory Fund for 
Rating Relief. The year 1928 turned out better than expected 
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and yielded a surplus of £18,394,000, so that on April 1, 1929, 
there was available in the Suspensory Fund for Rating Relief: 

1927 surplus £ 4,239,000 

1928 surplus 18,394,000 

£22,633,000 

With this accumulated reserve to absorb the initial shock 
for the Exchequer, and with no apprehensions for the future, 
fiscally speaking, the new law was enacted. Optimism ran so 
high that instead of waiting until October, 1929, to make the 
agricultural relief effective, it was decided (after due prod- 
ding by the appropriate interests) to anticipate the provisions 
and derate agricultural holdings at once. This change cost 
£2,570,000 and reduced the Suspensory Fund to £20,063,000. 

The budget for 1929-30 was estimated at about the level of 
actual expenditure for the previous year, exceeding it by only 
£2,250,000 making the total budget £741,964,000. Some items 
were reduced, namely, 


Sinking fund payments £ 7,109,000 

Interest on debt 6,891,000 


£14,000,000 

and this anticipated saving plus the estimated yield of die new 
petrol duty of £15,700,000 would largely finance the cost of 
the new act in the first year of its operation, 1929-30; thus 
the Suspensory Fund would not have to be tapped. 

The second year of the new Act, 1930-31, was to be financed 
as follows; 

Petrol duty £17,000,000 

Road Fund 3,000,000 

Suspensory Fund 16,000,000 

£36,000,000 

Once again there would be no drain on the Exchequer’s 
regular revenues. 

For the third year, 1931-32, the reserves would be exhausted 
and the burden would presumably begin to settle on the Ex- 
chequer; in this year the financing was to have been as follows: 

5 
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Balfince in Suspensory Fund £ 4,000,000 

Petrol duty 18,000,000 

Exchequer 14,000,000 


£36,000,000 

In laying out these plans in 1928 and 1929, Churchill counted 
on the normal growth of revenue to make up this deficiency of 
£14,000,000 so the Exchequer would not be forced to levy new 
taxes or retrench elsewhere. Even if the plan had worked per- 
fectly as outlined for the first three years of the new Act, it 
is clear that the cost of derating was not fully covered beyond 
1930-31, the second year. Thereafter it was up to the Ex- 
chequer to carry the load. 

That this plan of Churchill’s should fail completely in the 
face of depression and sharply decreased revenues, goes without 
saying. The 1929 budget, instead of yielding a surplus of 
£12,000,000 as planned, ended in a deficit of £14,523,000. 
Consequently in April, 1930, taxes on beer, income, and estates 
were raised, but the budget for that year, 1930-31, produced 
a still larger deficit of £23,276,000. Once more in April, 1931, 
new levies were imposed, ostensibly to meet the expected 
deficit in 1931-32 of £37,000,000: 


Take from Exchequer reserve £20,000,000 

Income tax installment changed 10,000.000 

Increased oil duty 8,000,000 


£38,000,000 

Since a good share of this amount represents the costs of the 
Local Government Act imposed upon the Exchequer, these new 
levies plus the 4 pence petrol duty represent in part the shifting 
of the burden from local to national shoulders. The fiscal 
situation went from bad to worse and in September, 1931, 
drastic increases in taxes were levied and severe economies 
enforced, the details of which are not relevant here. It is no 
wonder that Snowden, Churchill’s successor in the Exchequer, 
complained bitterly against the Local Government Act as " a 
liability from die previous government.” 

Once the Exchequer had been adjusted to the new burden 
placed upon it, as described above, the continuing load re- 
mained relatively stable. 
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B.ilance Financed By: 


Block Less > 

Grant Discontinued Road Local General 

Payable Grants Fund Contiibution Funds 


First Grant Period 

1930-33 £44.8 16.3 5.7 22.8 

Second Grant Period 

1933-37 45.3 16.3 5.7 23.8 

Third Grant Period 

1937-39 49.9 16.3 2.4 31.2 

1940 49.5 16.3 3.0 30.2 

1941-45 49.4 16.3 3.4 29.7 

Post War Transition 

1945-48 59.4 16.3 3.4 39.7 


The cJiscontinued grants o£ £16.3 million are deducted in 
ascertaining the net increase in the Exchequer load as a result 
of the block grant. In other words, had no reforms occurred, 
the Exchequer would have still paid out £16.3 million on 
specific grants. 

The Road Fund received all revenues from vehicle taxation 
and petrol duties which in 1936-37 amounted to £68.6 million. 
While these revenues were earmarked for highway purposes, 
the Road Fund had been a favorite for " raids ” by hard-pressed 
Chancellors of the Exchequer. It was abolished in 1937-38 
and thereafter its revenues were commingled with the general 
funds. 

The items shown as Local Contribution represent first, the 60 
per cent required of local governments in lieu of their former 
expenditures on public assistance transferred to the central de- 
partment; second, the deficiency grants made to Middlesex and 
Surrey; third, a payment in lieu of expenditure on Old Age and 
Widow Pensions; and finally, a payment in lieu of expenditures 
on trunk roads also transferred to the central department. For 
the year 1941, these contributions from all local governments 
amounted to the following: 


Unemployment Act 1934 £2,187,000 

Trunk Roads 133,000 

Deficiency Grants 100,000 

Old Age and Widows Act 1940 1,000.000 


£3,420,000 

The total burden on the Exchequer for the block grant has 
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thus been relatively small, or about £30.2 million in 1938-39. 
Even if the figure for total grants (including block grant) be 
taken, it would be £140.2 million in that year. Compared with 
total expenditures of the National Government, excluding the 
military or defense, these amounts may be noted; 


Grants as Percentage of Total Exchequer Expenditures ^ 
(Millioas of Pounds) 


Total Net 

Expend!- Expendi- 



tures 

Defense 

tures 

1930-31 

£ 755 

£110 

£645 

1933-34 

711 

108 

603 

1937-38 

898 

266 

632 

1938-39 

1068 

399 

669 




Net 


Total 


Block 


Grants 


Grant 


Amt. 

% 

Amt. 

% 

£130.2 

20.2 

£22.8 

3.5 

122 

20.2 

23.8 

3.9 

136 

21.5 

31.2 

4.9 

140 

20.9 

30.2 

4.5 


Total grants remained remarkably stable with respect to 
non-military expenditures of the National Government, aver- 
aging about 20 per cent through the thirties. Later years are 
so weighted with war items that comparisons do not have much 
significance. Likewise the block grant, or rather that portion 
which fell upon general funds, maintains a stable proportion to 
the total Exchequer expenditures. The inci'ease from 3.9 to 
4.9 per cent is not a real increase, for it merely reflects the 
abolition of the Road Fund in 1937-38. Thus the £5.7 million 
that used to come from vehicle and petrol taxes in the Road 
Fund was now provided from general funds like the rest of the 
block grant. 

Local Authorities 

The immediate effects of the 1929 Act on local authorities 
are considered in the remaining portion of this chapter. The 
" immediate effects ” were those felt in the first and second fixed 
grant periods, that is through 1936-37. The effects subsequent 
to this period are reserved for consideration in Chapter IX on 
" Evaluation of the Local Government Act 1929,” where the 
period of the late thirties, plus the war years may be treated 
together. For the present, it will suflfice to review a little of the 
background and to observe some of the trends in central-local 
relations prior to and immediately following the 1929 Act. 

A. Morton, British Finance 1930-40 for data on expenditures. Also 
Statistical Abstract of United Kingdom, 82d No,, p. 175. 
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Local government finance in Great Britain before and after 
World War I was characterized by two phenomena; a consis- 
tently rising level of rates, and second, an increasing dispersion 
of rates between the units of government. The situation with 
reference to rate levels is easily seen in the following data 
giving the average rates per head: ^ 


£ s. d. 

1914 1 18 11 

1921 4 11 

1928 4 4 10 

1933 3 12 9 

1936 4 

1939 4 14 1 


The causes of this increase were primarily three. First, the 
rising prices with the consequent rise in government expense 
during and after World War I was a factor, but when prices 
fell subsequently services expanded and expenditures continued 
to rise. The magnitude of this expansion in postwar services 
is best indicated in the table below: " 

1912 1928 1933 Incre;ise Percentage 

(Millions of Pounds) 

Elementiuy Education .... fl4.1 £27.6 £31. S £17.7 125% 


Public A.ssistance 10.7 29.9 31.5 20.8 194 

Roads and Bridges 15.5 33.9 35.4 19.9 128 

Public Flealth 12.1 28.2 40.8 28.7 237 

Police 4,4 10.3 10,6 6.2 146 


Second, local expenditures were stimulated by grants from 
the central government. These grants, however, filled a double 
purpose: as a bait to encourage services and also as an attempt 
to limit the financial responsibility of the national budget. In 
1908 the revenues assigned to local authorities under the Act 
of 1888 were fixed at a constant sum for each service. The 
effect was that of a block grant within the grant period instead 
of the annual percentage basis then being used. This scheme 
threw all the fiscal uncertainty upon the local governments, and 
increase in tax revenues over and above the fixed sum was 
available to the Exchequer. Such changes as these prior to 


'‘Local Government Finance, Vol. 48 (December, 1944), p. 221; U. K. Hicks, 
Finance of British Govermnent 1920-1936 (London, 1938), p. 150. 

“ Hicks, p. 152. 
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1929 were all in favor of the central government which was 
safeguarded at the cost of rising local rates. Since 1929, how- 
ever, there have been few changes unfavorable to local govern- 
ment, at least from the fiscal point of view, and reserving the 
question of control. The Unemployment Act of 1934 trans- 
ferring responsibility for ablebodied unemployed to the Nation- 
al Government greatly relieved the local authorities; yet they 
still paid into the Exchequer an annual sum equal to 60 per cent 
of their expenditures on unemployment in the year 1932-33. 
This contribution was calculated at £2,187,000 annually; there- 
fore a lump sum was deducted from the block grant pool at 
the beginning of the third grant period and in all subsequent 
years. Since the base year, 1932-33, marked the peak of unem- 
ployment, the Exchequer gained as unemployment decreased 
and the local governments’ contribution continued unchanged 
through the war years of full employment. 

A third reason for rising rates lies in the inflexible nature 
of the valuation or rateable value. The local governments had 
the choice of either expanding assessments or raising the pound- 
age on existing valuations. Doubtless the latter was less 
expensive to administer and perhaps calculated to arouse less 
opposition than an upward revision of rateable value every few 
years. 

Dispersion of rates among local areas was noted above as 
the second important characteristic of local finance prior to 
1929. These varied from five shillings to thirty-five shillings 
in the pound, whereas public assistance rates taken alone 
showed even greater divergence, varying from six pence to 
eleven shillings. Evidently the time for some reform or an 
attempt to equalize these great divergences was long overdue. 

The Rating and Valuation Act of 1925 was an attempt to 
secure uniformity and regularity of valuation.'^ To accomplish 
this it enlarged the administrative and valuation area, thereby 
reducing the number of separate independent rating authorities 
from 14,330 to 1,770. This was a vast improvement, to be sure, 
but the cause of rate disparity lay deeper dran mere administra- 
tion; these revised areas still differed in size, population, and 
wealth, and therefore in their suitability for economic self- 

‘ 15 & 16 Geo, V, c. 90, The Rating & Valuation Act, 1925. 
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administration. Despite these differences in resources they were 
expected to provide the same services on a more or less com- 
parable standard. 

Viewed from the revenue side the existing disparities became 
cumulatively worse instead of belter.^ This follows from the 
levying of local rates upon the occupier of property who is able 
to shift interlocally; that is, residential people will move to the 
country or industrial plants will move, taking with them the 
better paid workers. Moreover, after an industrial move those 
individuals left may be a liability instead of ratepayers. High 
rales deter other industries from moving in, especially when the 
choices of location have been widened by the diffusion of trans- 
port and power. Besides shifting individuals, a whole district 
may ” secede ” from a certain rating area by changing its 
administrative status to become part of a county borough, the 
County Council thus losing part of its taxable area. Under 
such circumstances, an increase in poundage may yield little or 
no increase in revenue, and while this weakness of the rating 
system is not new, it becomes conspicuous when rates ace so 
high as to make payers sensitive. 

Viewed also from the expenditure side, the strain on local 
authorities is cumulative." Poor areas are frequently accused of 
extravagance because they have high rates, especially if anyone 
suspects them of reformist politics. In fact, of course, their 
resources may be so inadequate as to make extravagance im- 
possible, while others may attempt such drastic cuts on services 
like public health that they fall far below the normal standard 
for the country. 

The problem of depressed areas is particularly acute, and 
while the reforms of 1929 have given some aid, the chronic 
distress of such areas has scarcely been alleviated. In these local 
units the greatest cause of rate losses is not the residential shift- 
ing noted above, but the general secular trend in population 
drift to the southeast where industries are developing, leaving 
the areas in the north in a state of chronic depression. These 
areas also lose revenue from their trading services (public 
utilities) which are the only other sources of revenue under 
their control. Finally, the widespread default by ratepayers 

“ Hicks, p. 15S. 

' Ibid ,, p. 160. 
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during the great depression made administration difficult. The 
whole question of depressed areas is, of course, a socio-economic 
problem with wide ramifications, and no fiscal device can 
make a substantial impression upon it. 

The 1929 Act was devised to correct these two conditions 
of high rate levels and wide dispersion of rates between local 
authorities. By putting the emphasis on needs rather than 
expenditures as a major criterion of central aid, it was expected 
that a substantial amount of equalization between local units of 
government would result. Prior to 1929 only 20 per cent of the 
grants were directed to any kind of equalization whereas 
after 1929 about 70 per cent were so disposed. The enormous 
increase in the volume of Exchequer contributions to local 
government, both absolutely and relatively, acted to lower the 
poundage rates and provide substantial relief to local rate- 
payers, In a way this was merely a further extension of the 
process already of long duration as indicated in the following 
table which shows the increasing percentage of total local 
revenues supplied by the Exchequer: ’ 


Rale Grant 

Rate Grant Total Percentage Percentage 
£ £ £ % % 

1884 25.7 3.6 29.3 87.6 12.4 

1904 56,0 19.6 75.6 74.1 25.9 

1924 146,3 120.5 266.8 54.8 ' 45.2 

1928 166.0 93.8 259.8 63.9 36.1 

1929 156.3 114.3 270.6 57.7 42.3 

1930 149.9 138.7 288.6 51.9 48.1 

1931 148,3 135.5 283.8 52.1 47.9 

1932 146.3 126.6 272.9 53.6 46.4 

1933 147.7 131.8 279.5 52.8 47.2 


On the average, rates fell from 12 j. lOYs^. in 1938 to 
lOr. lOi. in 1933. As this took place in spite of the depression 
W'hich normally would have caused a rate increase, the decrease 
in local burden was really larger than the figures would indicate 
taken by themselves. This, of course, represents the average for 
the whole country and not all local units could enjoy a rate 
decrease. It will be remembered from earlier chapters that local 
units having an increase in rates as a result of the 1929 Act were 
designated as " losing ” areas and were compensated by the 

’’ Ibid., p. 151 ; Mabel Newcomer, Central and Local Vinance in Germany and 
England, p. 207. Ministry of Health, Annual Reports. 
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supplementary grant. By 1939, however, the average rate was 
back to pre-reform levels at 13 ^. (>d. 

There was still a wide range of dispersion in rates even after 
the 1929 Act as is seen from these figures for 1934: 


High Low 

Uibnn 27r. (>d. 5.r. 

Rural 25j. 'id. is. Ad. 


Some equalization was achieved, nevertheless, for the standard 
deviation of all rates fell from 3-43 in 1928 to 2.95 in 1932. In 
other words, the rates were bunched more closely around the 
general average in 1932 than they had been in 1928. By 1939 
the dispersion range was approximately the same, though the 
whole scale had shifted upwards. 


High Low 

Urban 30r. 6d. Is. lOd, 

Rural 28r. Sid. 6s, id, 


In the depressed areas the improvement was less marked if not 
entirely lacking, probably because the reforms were not drastic 
enough, or the formula as presently constituted passed by such 
areas, For example, none of tlic five county boroughs with the 
highest rates are among those county boroughs which received 
the largest grants, and those counties receiving the largest 
grants are not those with derelict urban areas. 

Grants as Percentage of Rates and Grants; 

Selected County Boroughs 1936-37 ® 


Percentage Rate Poundiige 

% s. d, 

Si, Helens 55.7 16 5 

West Hartlepool 54,1 10 6 

Middleborough 53.3 14 0 

West Bromwich 52.4 15 0 

Merthyr Tydfil 51.5 29 0 

Dudley 50.7 16 0 

Bootle 50.4 13 6 

South Shields 50.4 14 6 


Out of 83 county boroughs, 8 received grants for rate fund 
services in excess of 30 per cent of total rate and grant-borne 
expenditure. Yet from the above data it appears that the high 

^ Local Government financial Statistics, 1936-1937, Part I, pp, 205 and 213. 
An account of specific cases showing the fiscal effects of the Local Government 
Act is to be found In Newcomer, Chap. 11. 
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proportions of grants do not necessarily go to those communities 
with the highest tax rates. 

The situation with respect to counties and their subdivisions 
is even more striking with a conspicuous absence of correlation 
between high rate poundages and percentage of total reveirue 
derived from grants. Here 47 of 62 administrative counties 
received more than 50 per cent of total revenues from the 
Exchequer. This calculation includes the revenues, grants, and 
expenditures of all local authorities within the county as well 
as the County Council. The rate poundages givefi for each 
administrative county are the "equivalent rates”; this “equi- 
valent ” is the rate that would be necessary (if levied on the 
total rateable value of the county) to yield a sum equal to that 
raised by all local authorities within the county. 

Grant.s as Percentage of Rates and Grants; 

Selected Counties 19.t6-37 " 



Percentage 

Equivalent Riite.s 


% 

s. 

d. 

Huntington 

.... 75.4 

8 

11 

Montgomery 

74.8 

12 

2 

Rutland 

.... 69.4 

9 

10 

Lincoln: Holland . . . 

68.9 

12 

11 

Hereford 

64.5 

9 

9 

Cardig.in 

.... 64.3 

15 

6 

Oxford 

.... 63.1 

10 

6 

Carmarthen 

.... 63.0 

20 

0 

West Suffolk 

60.7 

12 

9 

Durham 

60.7 

17 

8 

Monmouth 

58.3 

19 

3 

York; East Riding . . 

58,4 

11 

9 

Denbigh 

54.2 

15 

8 

Nottingham 

54.2 

11 

7 


The above table shows selected pairs of administrative coun- 
ties, each pair receiving about the same percentage from the 
Exchequer but varying widely in the equivalent rate poundages. 
The perverse " equalization ” of these grants is absolutely clear 
when Carmarthen gets the same proportion as Oxford though 
its rate poundage is almost double. Moreover in rateable value 
Oxford has £5 per capita while Carmarthen has only £3. 1 per 
capita. A similar contrast exists for Monmouth with a rate 
poundage of 19r, 3i. on a per capita rateable value of £3.5, 
and York, East Riding, was only llr. 9d, as an equivalent rate 

“ Local Government Financial Statistics, Part ll, p. 77. 
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on a per capita rateable value of £4.S. Yet both counties receive 
an identical proportion of their revenue from the Exchequer/" 

The failure of the formula to achieve a greater degree of rate 
reduction and equalization between local units of government 
may be due in part to derating with its many fiscal repercussions 
rather than to any single factor in the formula. Thus the loss 
of income from derating in poor districts was heaviest, since in 
such areas the factories were the largest ratepayers; on the 
other hand, the rateable resources of residential areas were 
scarcely affected by the 1929 law. While this dispersion of 
derating losses apparently caused some of the equalizing effects 
to be lost, it must also be remembered that in the second grant 
period, from which these examples have been taken, the full 
equalizing effect of the formula was not yet operative. In that 
period 75 per cent of losses due to derating were reimbursed 
before any money was distributed according to formula. In 
the long run, however, such narrowing of the tax base must 
throw the weight of expanding needs on other ratepayers, 
probably through increased national levies which will reach the 
incomes and consumption of those living in these comparatively 
wealthy residential areas. Moreover, as Sykes points out,^^ 
this shift in burden may be expected to have a felicitous effect 
on production and consequently the national income, since 
national levies tend to reach surplus elements in the taxable 
incomes of business whereas local rates are definitely a part 
of the cost of production. An evaluation of this argument is 
reserved for a later chapter. 

There are others who feel diis system is simply postponing 
the evil day by shelving the problem of local finance. The fact 
that the present large differentiation in grants has had but a 
small effect on rate disparity and only partially checks the 
tendency of inequalities to grow, lends force to this argument. 
The high percentage of grants required raises the thorny 
question of control by the National Government which is 
anathema to most local autliorities. To this crucial factor the 
next chapter is devoted. 

Tliese counties and county boioughs with such high proportions of Exchequer 
money present vulnerable objects for increasing central controls. 

’^Joseph Sykes, Study in English Local Authority Finance (London, 1939), 
pp. 213-232. 
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ADMINISTRATION AND CONTROL BY CENTRAL 
GOVERNMENT 

The problem of administrative control under the Local 
Government" Act of 1929 is simply part and parcel of the more 
general problem of central-local government relations; some 
discussion of this more general problem is a necessary intro- 
duction to the appraising of the 1929 Act. The dilemma which 
has existed m all attempts to deal with central-local govern- 
ment relations is twofold; first, the central control allowed 
fewer benefits of local initiative; and second, as more and more 
freedom is allowed, uniformity of development along some 
national line becomes increasingly difficult. 

Mrs. Flicks has suggested that social policy has two parts: 
a long-range development or planning which is pursued steadily 
under normal conditions, and short period policy for extra- 
ordinary events such as reducing trade fluctuations. Concerning 
the long run, " experience suggests ... it is usual in this country 
[Great Britain} for the policy of the central government to be 
more progressive than that of the smaller communities.” ^ The 
logical inference from this position is that increased central 
control is necessary if progress is to be evenly maintained in 
all sections. In the short run, it is desirable — so the argunlent 
runs — to vary the tempo of public spending in order to achieve 
short-run objectives. Again the logical inference seems to be 
in the direction of increased control by the central department 
to secure rapid joint action by all public authorities. The query 
may now be put; how has Great Britain adjusted its central- 
local government relations to these long-and short-period prob- 
lems in the past, and does the Act of 1929 seem consistent 
with tire inferences noted above? 

When central-local relations were set up in the last quarter 
of the nineteenth century, with the reforms of 1888 establishing 
a system of representative government, laissez faire was domi- 
nant in the field of political philosophy; hence great importance 
was laid upon local initiative. The elective councils organized 


^ Hicks, p. 147. 
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in 1888 were modeled after the town corporation with all of its 
traditional independence, and local hnance was intended to be 
completely free from any central oversight. Laissez faire was 
the rule in practice as well as tlieory, and no control was 
exercised over the assigned revenues except as they may have 
been earmarked for specific purposes. Even the accounts of 
municipal corporations, that is, county and county boroughs, 
were exempt from audit by the central government or any com- 
pulsory professional audit. 

The dilemma of central-local relations was presumably re- 
solved by establishing a sort of division of labor allocating the 
several functions of government according to the nature of the 
services. First, those services which were still of purely local 
import were left up to local initiative. There was, however, 
a limiting factor on local initiative in the concept of Parliament 
as the supreme authority. The range of local services could not 
be expanded indefinitely for it was " fundamental in the British 
system that local activities are confined to services specifically 
allowed, any attempt to extend their functions . . . being ultra 
vires.” “ Second, there were those services of concern to the 
entire nation but traditionally performed by local authorities. 
In these the central government would make a contribution 
toward the cost and exercise some supervision over the standard 
of performance. To preserve this line of demarcation a system 
of assigned revenues was adopted in 1888 whereby certain taxes 
were collected centrally and earmarked for local coffers. Other 
taxes went into the Exchequer which in turn made some specific 
contributions to local authorities for national services. Finally, 
there were the familiar local rates levied on the rental value 
of real estate in sufficient amount to pay the balance of the bill. 

Thus was the dilemma resolved, but not for long, as the 
earlier chapters have indicated. The volume and quality of 
social service expanded greatly so that assigned revenues and 
local rating were inadequate. The notion of what constituted 
a national service was continually broadened: the old were 
expanded and new ones inaugurated which led to increased 
contributions from the Exchequer. Moreover, the central 
government resumed its pre-1888 policy with an extensive 


“ Ibid., p. 148. 
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though poorly integrated program of encouraging new services 
by grants-in-aid. The result was such an intricate interlacing 
of central-local administration and finance that continued 
" division of labor ’’ and demarcation became impossible. 
Mutual cooperation was left as the only way to resolve the 
dilemma that had emerged once more. 

The central government can exercise control over local 
finance by at least two methods; political supervision and 
direct financial control. First, as already noted, Parliament 
holds full power of initiation implicit in the doctrine of ultra 
vires so that local freedom is impossible of full attainment. 
During the pre-war system of assigned revenues there was a 
large amount of permissive legislation enacted by Parliament, 
which was inoperative without the stimulant of a grant. As a 
result, little or no influence was felt on the local budget. Legis- 
lation in the twenties by Parliament, on the contrary, was often 
compulsory or heavily aided by grants and the former type of 
permissive unassisted legislation practically disappeared. The 
local budgets were profoundly affected by this shift which at 
the same time has entirely altered the quality of central control. 

Parliament can set the political and so the financial status of 
any single local authority, though there has been a gradual 
tightening of the requirements for a rise in status, say from 
urban district to non-county borough, or non-county borough to 
county borough. Moreover, the urban districts are now subject 
to direct control by audits; therefore larger numbers come under 
the central eye than was formerly true. 

A compulsory change of administrative status is also possible 
if Parliament finds the situation sufficiently acute. A Royal 
Commission studying depressed areas has recommended some 
such compulsory change in the status of Merthyr Tydfil and 
sections of the Tyneside areas, but as a rule this power has 
been held in reserve for teal crises. 

The second form of central control is not a new one, for 
explanatory orders and advisory circulars have long been used 
to bring direct pressure on any local authority.® The Board of 
Education used this method to bring local standards up to a 
uniform level and witli the wide range of wartime legislation 
operating through the Ministry of Health, the scope of such 

“ Ibid., p. 170. 
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action ha's been greatly expanded. These orders increase legis- 
lative control by making the administration of general statutes 
more explicit and detailed than could otherwise be done. Ad- 
visory circulars are not mandatory, but there is a strong tradition 
concerning them which gives the central authorities real powers 
of moral suasion, especially in financial matters. Even if there 
be no conflict between central and local policy, these circulars 
serve to reinforce legislation; the rapid spread of the spirit of 
economy among the local government units in 1931 is an 
example of their potential effectiveness. 

Whenever percentage grants are used, it is expected they 
will stimulate local services and may at the same time increase 
central control. It has always been understood that such a grant 
.might be withheld if extravagance or inefficiency on the part 
of the recipient authority should become evident, or the central 
department might reject an expenditure as not qualifying under 
the purposes of some statute. Such power to withhold grants 
was rarely exercised, as the mere threat of action usually pro- 
vided sufficient stimulus to the erring local authority. 

Since the block grant eliminates this particular type of con- 
trol, section 104 was included in the Local Government Act of 
1929 which, on its face, seems to convey sweeping powers to 
the central departments. This section provides that whenever 
the Minister of Health is convinced, first, that a reasonable 
standard of efficiency and progress is not maintained or 
second, expenditures are excessive or unreasonable, he may 
reduce the grant to a Council. Associations and experienced 
bodies can recommend such action to the Minister of Health 
on their own initiative, so no local authority can hope to escape 
constant surveillance. This control, it must be emphasized, is 
not confined to any particular service; it is not even limited to 
grant-aided services but applies to an-] expenditure of the local 
government. Thus the local authority might raise money in 
the time honored system of levying rates on its own rateable 
values, but its expenditure of such revenues must be for pur- 
poses that are " reasonable ” and not “ excessive ” in the eyes of 
one central department, the Ministry of Health. The Ministry, 
if it cuts a grant, must report that fact to Parliament, but the 
decision does not require any Parliamentary confirmation. The 
Ministry power is absolute unless Parliament deigns to interfere 
in behalf of the local government. 
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In an effort to ascertain the force of this control exercised by 
the Ministry of Health, correspondence was again initiated with 
local government associations in Great Britain. The results 
show that in the 15 years of operation under the 1929 Act, no 
local authority has yet had its grant reduced, nor has any local 
government association recommended such action to the 
Ministry. 

Another administrative question of considerable interest is 
the exact nature of the relation between the Ministry of Health 
and the elaborate formula which it solves once every five years. 
Some students of public administration have viewed the formula 
as a '■ thinking process ” which the Ministry of Health goes 
through before allocating the block grants to the various au- 
thorities.^ By exercising rather wide discretion at several points^ 
in the calculation, it is alleged that the Ministry contrives 
eventually to place the money " where they want it to go.” This 
view gathers its force from the early statements of Mr. Neville 
Chamberlain, Minister of Health when the 1929 Act was under 
debate in Parliament; in defending the complicated formula, he 
justified it on exactly that basis. 

Be that as it may, the fact remains that the General Exche- 
quer Contribution is relatively fixed both in amount and in the 
details of its distribution. The range of Ministerial discretion, 
while extensive, is confined to a series of lesser adjustments. 
Block grants may be centrally adjusted as a result of boundary 
alterations in county and county boroughs; districts within a 
county may be changed, created, or abolished with accompany- 
ing changes in capitation grants and the county apportionments. 
Again, any changes in local responsibility may affect schemes 
under Section 93 of the 1929 Act, which provides sums to be 
set out of a county block grant for maternity and child welfare 
services. It seems, therefore, that these discretionary functions 
of the Ministry are in the nature of adjustments to tlie larger 
pattern, rather than substantive changes. In brief, the Ministry 
of Health has wide discretion in trimming and filling the 
fringes to minimisie the anomalies that must arise when so com- 
prehensive a plan is imposed upon all local government. For 
example, changing the annual reductions of supplementary 
grants from one-fifteenth to one-thirtieth, or taking it out of 

* The writer is indebted to Professor Mortis B. Lambie for numerous discus- 
sions on this point. 
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the county block grant as discussed in an earlier chapter, has 
affected only a few local authorities. Actually only 40 county 
districts, out of a total of nearly 1,400, have obtained relief by 
lowering the fraction; only two districts were judged to be in 
such straits that their reduction was shifted to the county. These 
are indeed adjustments on the fringe. 

As for the substantive part of the block grant, its distribution 
becomes semi-automatic. The General Exchequer Contribution 
is apportioned on the arithmetical basis laid down in the Acts 
of 1929 and 1937 , and the Ministry of Health has no discre- 
tionary power to vary the apportionment once the calculations 
have been made on the final data.'* The calculations of weighted 
population for each county and county borough are available 
for inspection by the representatives of any local authority. 

Past experience in Great Britain, with its high quality of 
civil service, indicates that the central government will con- 
tinue to exercise careful judgment in applying its sweeping 
powers. But the fact remains that the local authorities have 
yielded a basic prerogative, narnely, the right to raise and dis- 
burse revenue for those services which, in their opinion, the 
community desires. This statement will not seem too strong if 
it is recalled that, on the average, slightly less than 50 per cent 
of the local revenue comes from the Exchequer, and for many 
areas the percentage is much greater. Most authorities, there- 
fore, are in no position to resist any pressure that might be 
applied by the central government. 

The fact that the central government has been slow to use 
its power simply conceals the fundamental shift in premise that 
has occurred with the rising proportion of Exchequer money 
utilized by local authorities in their ordinary services. As noted 
in the Introduction, the shift in premise from ” duty ” to 
“ power ” was accomplished when the block grant principle 
was introduced. Under the “ duty ” tliesis, only semi-national 
services would be grant aided and then on a percentage basis. 
Now under the power thesis, all services whether they be strictly 
local, such as street lighting, or semi-national, as health, or even 
national, as trunk roads, will be supported — and so controlled 
■ — by the custodian of the central purse strings. 

' Correspondence with Mr. H. H. George, Ministry of Health, January 11, 
1946. 
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Chapter VII 


IMPACT OF WORLD WAR II ON LOCAL 
GOVERNMENT FINANCE 

TEe outbreak of World War 11 in September, 1939, un- 
leashed a series of new problems upon the heads of local 
government, and the wide variety of adjustments necessary to 
meet these issues changed the entire complexion of central- 
local fiscal relations. Responsibility for certain services was 
shifted, and financial adjustments were in a continual state of 
flux during the entire period. In general, the policy adopted 
was to distinguish services and expenditures peculiar to the 
war effort from those services which had previously been left 
in the hands of local governments. An extremely complex 
system of inter-government finance was gradually evolved as a 
result of meeting each new requirement with ad hoc measures. 
While new administrative levels of authority were created — 
on a regional basis — the money still flowed in its well-worn 
channels directly from the Exchequer to the local governments. 

The Local Goveriunent Act, with its block grant provisions, 
was maintained throughout, though the rigidity of the system 
became painfully evident as additional increments were added 
to the already heavy rate burdens. The third fixed grant period 
(1937-42) expired in the middle of the war but by that time 
local authorities were convinced of the necessity for radical 
changes. 

Shifts in population due to evacuation and war production, 
loss of revenue due to war damages and changing conditions in 
public assistance meant that any recalculation of the formula 
would have led to anomalous results. The " new ” money 
would not have reached the local governments where it was 
most needed. Consequently an agreement was reached with 
the government to postpone any review and recalculations of 
the formula until the end of the war. Parliament acted accord- 
ingly in the Local Government Act, 1941.’- Thus the 1929 and 
1937 acts were amended to continue the third fixed grant 


*4 & 5 Geo, VI, c, 33, Local Government (Financial Provision) Act, 1941, 
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period until some date to be determined by Parliament after 
the expiration of the Emergency Powers (Defense) Act, 1939. 
It also provided that the Supplementary grant — reimbursing 
local authorities for loss of rates — would be continued in the 
same amounts paid in 1941-42, without the reduction which 
would have taken place under the original act. Finally it was 
provided that any sums for maternity and child welfare schemes 
would be continued without change. 

Before proceeding to a survey of rateable values and of rates 
levied during the war years as a measure of the financial 
impact of the war, it will be appropriate to outline some of 
the major war duties which have been assumed by legal au- 
thority at the behest of Parliament. These include services in 
the Civil Defense such as Air Raid Precautions and shelter 
buildings, the transfer of whole services to a regional or 
national authority as in the case of Fire Brigades, and finally 
schemes for evacuation, education, and emergency medical 
services. The significance of all these additional duties for 
local finance is that, while each one of itself may be small, the 
cumulative effect of one peimy in the pound for this and 
another for that, may be quite staggering to a local authority 
already pressed by its normal range of services. 

Air Raid Precautions 

The years of legislation and controversy over the optimum 
division of cost between central and local governments for air 
raid precautions present an interesting chapter in the evolution 
of grants-in-aid, and accordingly may be outlined in some 
detail. Of&cial cognizance of the gathering war clouds was 
taken as early as 1935 when the Home Office issued a circular, 
July 9, 1935, calling upon local authorities to make plans or 
*' schemes ” as the British call them, for the protection of the 
civilian population from air raids. The opposing lines of the 
cost controversy were soon discernible when the London County 
Council, December 11, 1935, informed the Home Secretary of 
its complete cooperation in Air Raid Precaution schemes, pro- 
vided all expenses over and above the normal costs of local 
government services would be met by the state. In July and 
again in November, 193<5, similar positions were adopted by 
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other local government bodies such as the City Councils As- 
sociations and the Association of Municipal Corporations. To 
consolidate their position the local governments’ associations 
held a conference among themselves, March 18, 1937. They 
agreed on the policy that expenditures for Air Raid Precautions 
should be a national charge, like any other phase of the 
national defense, and pointed out that great expense would be 
incurred in establishing adequate fire brigade service, ambu- 
lances and first aid depots, in recruiting and training volunteers, 
and in general to organize over-all protective measures. In 
view of the government’s reluctance to assume the full cost, 
the conference recommended suspension of all schemes until 
such time as the central government should accede." As a 
result, the work of planning was suspended and various local 
government journals hailed this decision as a long overdue 
assertion of local independence against Whitehall’s “ habit ” of 
foisting new and onerous financial burdens on local authorities, 
this in spite of the fact the Government later urged immediate 
action and promised to make any financial legislation retro- 
active to January 1, 1937.^ 

An attempt to break the impasse was made in a conference 
July 19, 1937, between the Home Secretary and representatives 
of the local associations. The Government’s position was that 
the cost should be divided, with the larger portion taken by the 
state. It proposed to provide, at its own cost, such items as 
bleaching powder (for decontamination) , gas masks, the capital 
cost of anti-gas schools, and the whole cost of central admin- 
istration. Local authorities would then provide the balance of 
the service with a grant of 50 per cent from the Exchequer. It 
was a sort of division of labor; the central government furnish- 
ing the equipment and the local governments the services. This 
particular division was one which the government proposed 
again, and again as an additional defense program was intro- 
duced in the matter of shelters, ambulances and medical 
services, and fire protection. When the cost of the equipment 
was included, the Government assumed about 70 per cent of 
the whole expenditure, leaving 30 percent for local authorities 
to raise.* 

” Municipal Journal, 1938, p. xxxii. 

^Parliamentary Debates, Vol. 326, p. 3295 28, 1937). 

‘‘Municipal Journal, 1937, p. 1549- 
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The local governments’ reply was not long delayed and on 
July 28, 1937, when the Government announced a bill was in 
preparation, the plan was criticized. It was pointed out that 
certain areas by virtue of their industries or geographical loca- 
tion were more subject to air attack."' These industrial centers, 
producing for the benefit of the whole nation, would not only 
bear larger risks but would have to pay a larger share of air- 
raid precaution costs as well. If the Government's estimates of 
cost are exceeded, the grants are only 50 per cent of the local 
expenditure, and not 70 per cent, for the latter figure applies 
to the over-all cost of equipment and service as then estimated. 

These criticisms resulted in a revision of the Government’s 
basic plan which was announced on October 13, 1937. It 
accepted in part and denied in part the principal contentions 
of the local authorities but on the basic issue of whether air raid 
precaution should be a national or a shared cost the Govern- 
ment was adamant. To meet the whole charge from the Ex- 
chequer was objectionable because the level of expenditure de- 
pended on three factors; (1) national policy, (2) local schemes, 
and (3) local methods of administration. 

The Government distinguished air raid precaution from the 
analogy of the armed services which the local governments 
had advanced.*’ Air raid precaution was distinctly a civilian 
and local service; in many ways it was not so much the imposi- 
tion of new duties as an extension of existing services such as 
sanitation or fire protection. Or even admitting that air raid 
precaution was interlocked with the armed forces in a system 
of national defense, sharing of the cost was the only suitable 
check on local government. 

It would mean depriving the local authorities of their indefeasible 
responsibility for the efficiency and economy of their local service, and 
would involve intervention by the central government in the sphere of 
local government to an extent which would impair the proper independ- 
ence of local authorities in the weight of local affairs. It would be 
detrimental to efficiency and would, it is believed, be found inaccep- 
table by the local authorities themselves,'^ 

Certain costs of air raid precaution services to local authori- 
ties could be reduced by central procurement of material and 

p. 1595, "Ibid., p. 2398. ''Ibid., p. 2113. 
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equipment. To that end, Parliament would provide all items 
such as fire-fighting appliances in excess of peace-time needs, 
stretchers, blankets, first-aid equipment, etc. But other services 
must be provided locally, such as structural precautions in 
buildings, public shelters, and the recruitment and training of 
volunteers for emergency fires, rescues or repair work. Expendi- 
tures on these latter services would be grant-aided and herein 
lay the primary concessions to local criticism. Instead of a flat 
50 per cent it was provided that grants should be on a sliding 
scale to adjust the incidence to the needs and resources of the 
local authorities. Using the block-grant formula as a criterion 
of needs and resources, four categories were set up, each carry- 
ing a different rate of grant: 60, 65, 70, or 75 per cent. All 
local authorities were classified in one of these groups. While 
the Government anticipated the total burden on the rates of any 
one authority would not exceed the product of a penny rate, 
it proposed an additional grant of 75 per cent of all approved 
expenditures above a penny rate. 

The final round in this bargaining process was reached on 
November 5, 1937, when the Government issued its " final 
offer ” to the local associations which had that day submitted 
their objections to the grant proposals. The " final offer ” in- 
creased the grant for approved expenditures in excess of a 
penny rate to 85 per cent for the two poorer groups, while 
keeping it at 75 per cent for local authorities in the other two 
categories. Thus it was thought that local goveriunents least 
able to shoulder the air raid precaution burden would be safe- 
guarded. 

These provisions were finally incorporated into the Air Raid 
Precaution Act, 1937, and grants were authorized to counties 
and county boroughs on the following scale: ® 


Class 

Ratio Weighted to 
Estimated Population 
(Block Grant Formula) 

Expenditures 
Under Penny Rate 

Expenditures 
Over Penny Rate 

T 

0.5 — 1.5 

60% 

75% 

11 

1.5 — 2.5 

65% 

75% 

III 

2.5 — 4.0 

70% 

S5% 

IV 

Over 4.0 

75% 

85% 

Each County Council would then make a grant 

in the same 


1 & 2 Geo, VI, c. 6 . 
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proportion to any districts within its jurisdiction. If the dis- 
trict’s expenditure exceeded the product of a penny rate, the 
extra county district grant would be either 75 per cent or 85 
per cent, depending on the proportion the county had received 
from the Exchequer. 

The grants for London County Council and the metropolitan 
boroughs were somewhat higher, as the following data indicate: 


Class 

Ratio Weighted to 
Estimated Populatioa 

Expenditures 
Under Penny Rate 

Expenditures 
Over Penny Rate 

I 

0 — 1.25 

60% 

75% 

n 

1 25 — 1 50 

65% 

75% 

III 

1 50 — 1 75 

70% 

85% 

IV 

Over 1.75 

75% 

85% 


Needless to say, the local associations were still strongly 
opposed to the principle that air raid precaution costs should be 
shared. Their specific objections were: (1) the sliding scale 
still left from 15 to 40 per cent of the expenditures as a 
burden on local rates; (2) the block-grant formula had no 
relation to expenditure or " need ” for air raid precaution; 
(3) it was an open end commitment for the local authorities 
in that no upper limit was set. On the last point the associa- 
tions offered a counter proposal whereby the Exchequer would 
bear 90 per cent of all air raid precaution expenditure in excess 
of a penny rate, and 100 per cent in excess of a two penny rate. 
On the November 5 proposal as a whole they dissented unani- 
mously on the ground that a national responsibility was being 
shunted on the rate, resulting in an unjust and inequitable 
burden. 

The Government then pointed out since it would supply all 
air raid precaution materials and equipment, it was in fact 
meeting 90 per cent of the total cost of the program. 

The Government feel strongly that no higher rate of Exchequer grant 
could be authorized toward the cost of local services without leaving 
the responsible local authorities with too small a financial interest to 
insure efficient and economical administration.® 

The Government also set aside the feats that the air raid 
precaution cost would exceed a penny rate and estimated 
the average annual charge to local authorities well below 
£1,000,000 which would be below a penny rate. 

“ Municipal Journal, 1937, p. 2315. 
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It must be admitted, however, that local authorities had a 
point here, They were not concerned with the " average ” 
expenditure on air raid precaution or any other service, as 
such a figure completely ignored the wide dispersion of rate 
burdens. 

As evidence that such fears of highly unequal burdens were 
not unfounded, data can be introduced based on air raid pre- 
caution estimates for the year 1938-39- These estimates were 
made before the Munich crisis of September, 1938, so pre- 
sumably they were comparable to those assumed by the Govern- 
ment in making its estimates six months previously at the close 
of 1937. For those county boroughs or County Councils that 
estimated their air raid precaution cost would be a penny in the 
pound or more, the following are selected: 


High Pound.igis 

Rate Poundage 
Levied 

1938-39 

E.stimated Cost 
In the Pound 
1938-39 

Carmarthen 

2\s. 

64. 

l.Od, 

Barnsley 

18 

8 

1.4 

Stoke on Trent 

18 

0 

1,0 

Middle Poundagcs 

Bootle 

14 

3 

2.6 

Norfolk 

15 

0 

2,0 

Portsmouth 

11 

6 

2.3 

Low POUNDAGE.S 

Exeter 

9 

8 

1.0 

Blackpool 

8 

6 

1.0 

Darlington 

8 

8 

1.0 


These examples illustrate the differential burden which said 
penny rate would have on some of the high rate authorities 
in contrast with some of the low rate authorities. 

Having made its " final offer ” the Government introduced 
a bill in Parliament on November 4 which was hurried into its 
second reading on November 16 and became law on November 
22, 1937. The controversy, which ran for two years between the 
local authorities and the central government before the passage 
of the act, has been given in some detail, for it reveals a part of 
the legislative process uniquely British, for higgling and bar- 
gaining over a matter of grants-in-aid. But the end is not yet. 

Mumc'rpal Yearbook, 1939, pp. 697-712. 
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While the Act was passed over their opposition, the local 
authorities now carried their arguments to the administrative 
departments and another long series of adjustments was to be 
made. Gradually, as each new element of cost was dealt with 
by departmental circular, the Government widened the range of 
services that would either be reimbursed or rank for grant. 
The final outbreak of war simply accelerated this process. 

Since Sections 7-10 of the Air Raid Precaution Act relating 
to Finance were phrased in rather general terms several con- 
ferences were held between the local associations and the new 
Air Raid Precautions Department of the central government. 
The general principle for sharing specific costs was then set as 
follows; new items of expenditure necessitated by ARP re- 
quirements would, if approved, rank for grant. These items 
had to be clearly discernible as new expenditures, attributable 
to ARP and no transfer of existing expenses, such as salaries 
for routine services of the local authority, could be made to the 
ARP account. 

Through inspection and auditing of accounts, strict control 
was attempted to prevent a local authority from unloading 
excess personnel on the ARP account. Thus the salaries of any 
personnel, assigned or " seconded ” from regular staff for 
civil defense work, would not rank for grant unless substitutes 
were hired in their place on the local authority staff. The wages 
and salaries of these substitutes could then be charged to the 
ARP account. There were instances where road maintenance 
men — regular employees of the authorities — ^were completely 
absorbed into civil defense work, yet their wages were not 
accepted for grant since substitutes had not been hired to do 
their old work on roads. The chagrin of local authorities at 
such control can well be imagined. 

When the war started, the local associations continued to 
protest, now on the ground that the financial division of 
responsibility between central and local governments was not 
suited to actual war conditions. The central government gradu- 
ally relaxed and enlarged the number of reimbursable items. 
Thus auxiliaries and former part-time volunteers were now 
required full time, and wages had to be paid accordingly. Such 
expenditures were reimbursed in full but not supplementary 
items such as cost of meals or sleeping arrangements which still 
fell upon the local authorities. 
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The period between the passage of the act in 1937 and the 
outbreak of war was marked by controversy, primarily over one 
substantial item: air raid shelters. It began on December 21, 
1938, when the first plan was introduced in Parliament for 
private shelters of steel to be distributed without charge to the 
poor, as an estimated cost of £20,000,000, all to be borne by 
the central government. These were subsequently known as 
" Anderson ” shelters after Sir John Anderson who happened 
to be Minister of Home Security when the plan was introduced. 
As the details were worked out and promulgated by the in- 
evitable circular to the local authorities, such shelters would be 
free to any householders (a) compulsorily insured under the 
National Health Insurance Act, (b) earning less than £250 
annually plus another £50 for each school child in excess of 
two.“ For all other householders, private shelters were avail- 
able at a price of £8 per unit. 

The shelter policy of the Government was soon expanded 
to cover three types of need: (1) business places; (2) per- 
manent homes, (3) public shelters for pedestrians.^® The usual 
distinction between materials (Government responsibility) and 
services (local responsibility) was drawn. 

Thus standardized materials for strengthing, shoring up, etc,, 
of private basements were provided and delivered free of cost 
to tlie local authorities. The actual direct labor of installing 
such materials was to be provided by the local government and 
would rank for grant. The cost of any indirect labor such as 
additional staff work, fees to architects, etc., would also attract 
grant. Other incidental services such as sandbagging, and 
maintenance of shelters once erected would fall wholly on the 
local government. 

It was felt desirable to expedite construction of shelters in 
the case of factories and commercial buildings required by law 
to shelter employees. To this end a grant of 35 per cent of the 
reasonable over-all cost was made if projects were approved 
before September 30, 1939, or in the case of new firms, in a 
reasonable time after notification that such shelters were neces- 
sary. Moreover, plants working on government war orders 
might require special provisions to ensure uninterrupted work. 

Air Raid Precaution Circular, No. 28, February, 1939. 

«ARP CircuUf, No. 91, April, 1939. 
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for example, blackouts at night. For such costs grants were 
allowed based on the proportion of government to non-govern- 
ment orders being processed by said firm. 

The outbieak of hostilities brought renewed pressure for addi- 
tional shelter facilities. In April, 1940, the shortage of steel 
having stopped the manufacture of “Anderson” shelters, the 
Ministry of Home Security issued a circular which stated the 
price and amounts of reimbursement or grants applicable 
toward the cost of erection of brick and concrete shelters of 
a domestic type. These were subsequently known as “ Morri- 
son ” shelters. It also required that all “ Anderson ” shelters 
had to be erected by householders by June 1 1, 1940; otherwise 
the local authorities could do it, and their expenditure, if 
reasonable, would rank for grant. In September, of course, the 
blitz started and after five weeks of intensive raids, with rapid 
additions to shelter accommodations needed, the Government 
was sufficiently jarred to take a new view in this matter. 

On October 1, 1940, as raiding continued, the first major 
concession was made whereby public protection was placed on 
the same basis as private shelters. This meant that costs of 
materials would be fully reimbursed, and costs of construction 
would rank for grant. Finally it was declared, October 19, 
1940, that the %uhole cost to local authorities of constructing 
and equipping new public shelters would be reimbursed in full 
provided; (l) “reasonable” economy was practised, (2) the 
standards set by the Ministry were not altered, and (3) monthly 
returns were filed. This also included full payment by the 
Board of Education for the cost of those school shelters which 
would be available to the general public when not needed by 
the children. Thus a point which the local associations had 
been unable to gain in three to five years of controversy, was 
conceded after five weeks of enemy raiding, that is, complete 
responsibility of the central government for the cost of air 
raid shelters including material and services. The Government 
still clung to its insistence that incidental expenses be met by 
the local authority. Thus cleaning the shelters after use was up 
to the local government and full reimbursement would be 
made but only for the extra wage bill so incurred. 

With this point finally established in their favor, the local 
associations at once pressed to have such reimbursement made 
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retroactive instead of applying it only to new shelters erected 
after October, 1940. The central government, however, was 
adamant and refused to make the full reimbursement retro- 
active. Their arguments were: (1) it would have cost the 
Exchequer an additional £9,000,000; (2) many local authori- 
ties were “ hopelessly bankrupt ” so this refund would have no 
permanent benefit; and (3) shelters were simply one phase of a 
much larger problem, that is, the ultimate adjustment of the 
cost of the war between central and local governments.’-® The 
local associations argued in vain that such action put a pre- 
mium on sluggishness. Those energetic authorities who had 
taken prompt action at the Government’s behest in 1938-40 
were now penalized since the slow moving authorities could 
have their shelters built at no expense to themselves.^'^ The 
Government on the contrary stated that its assumption of 
100 per cent of costs was not a financial concession to the local 
associations but simply an administrative measure to speed up 
the provision of shelters.'*® 

By the middle of 1942 the Government could report that 
94 per cent of all planned shelter construction had been com- 
pleted, including new types of deep tunnels and a new larger 
“ Morrison ” shelter made of steel for indoor use, accommodat- 
ing twice the number of people.'*® The latter type was still 
being distributed in target areas, free to those householders 
with annual incomes under £350." 

The provision for air raid shelters and its financing is, of 
course, only one phase of the over-all effect of the ARP program 
upon local government. But it has been outlined in some detail 
for two reasons; in die first place costs bulked large among 
all civil defense expenditures in die early years of the war. 
In 1939-40, ARP expenditures by all local authorities amounted 
to £36.9 million or 71 per cent of their total outlay on civil 
defense. Similarly, for 1940-41, local ARP expenditure, grant 
and rate borne, aggregated £60.8 million though rising costs 
for evacuation and other civil defense items brought the pro- 

Home Security Circular, No. 212, p. 4l. 

Local Government Finance, Vol. 45, No. 5 (May, 1941), p. 134. 

Pitrliameniary Debates, Vol. 302, p. 789 (July 30, 1942). 

'^^Ihid., YoL 3S1, p. 499 (July 2, 1942). 

^’’Municipal Yearbook, 1943/ p. 407, 
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portion attributable to ARP clown to 62 per cent. In the second 
place the shelter controversy provides an illuminating example 
of the collective bargaining method that the British employ in 
delimiting the exact areas of their central-local fiscal relations. 

Personnel Overhead 

But shelters are only one phase of ARP, albeit an expensive 
one. Attention may also be directed briefly to the matter of 
personnel and the problem of overhead administrative costs, 
another cause of anxiety to the local authorities. Instances 
have been noted above where the central ARP department 
regularly applied the principle that no regular employees of the 
local authorities could be shunted into civil defense work which 
would thus shift some of their wage load to the ARP account 
which attracted the (grant. Such compensation was available 
only for additional personnel hired, either for direct work on 
ARP or as substitutes on the jobs of regular employees being 
transferred to civil defense. The outbreak of the war resulted 
in a great increase in personnel chargeable to civil defense, as 
those engaged on part-time or a volunteer basis were put on 
full-time duty, By 1941 the total wages and salaries of civil 
defense workers on a full-time basis amounted to £39-7 million 
of which £31.8 was attributable to ARP, the balance going to 
workers in medical and fire services. As manpower need be- 
came more acute in war industry and also as a measure of 
economy, the Government proposed in April, 1940, to reduce 
full-time staffs,^* Popular pressure was also strong, for these 
were days before the blitz of September, 1940. People were 
unwilling to see large numbers of ARP workers " unproduc- 
tively ” employed, or so they regarded the teams of trained men 
whose only function seemed to be as " stand bys " in the event 
of attack. 

Again in the spring of 1942, long after the blitz, the 
personnel was reduced by one-third for similar purposes of 
economy, thus releasing manpower for war industries. To 
enable the local authorities to keep up the efficiency of their 
ARP organizations compulsory service was authorized.^® 

Vcirliamenlaiy Debates, Vol. 360, p. 927 (May 2, 194o). 

Municipal Yearbook, 1943, p. 401. 



94 British Block Grants and Central-Local Finance 


The full-time salaries were admitted for grant, and addi- 
tional bonuses for cost of living were allowed as of April 1, 
1940, to administrative, clerical and technical employees on the 
ARP staff if (l) the local authority was already paying a 
similar bonus to its regular staff, and if (2) weekly remunera- 
tion was less than £5. Such bonuses, like salaries, were not 
reimbursed in full, but were included in the general ARP 
account, against which grants were made at the usual rates. 

From time to time additional circulars were issued by the 
Ministry of Home Security authoriaing other types of charges 
on accounts of ARP and civil defense workers. Thus super- 
annuation contributions, cost of supervisory foremen, allowance 
for national insurance, holiday or sick pay, and accident leaves 
were included. For handling materials passing through the 
local authority depot, 4 to 5 per cent of the prime cost of such 
materials could be charged to the ARP account.^" 

However, local authorities were still dissatisfied with this 
procedure which required detailed analysis of expenditures, and 
even then did not cover the basic items of administration over- 
head in connection with civil defense work. As a result of 
continuing agitation by local associations, the position of the 
Government was modified in June, 1942, when the Ministry of 
Home Security issued a circular establishing a system of per- 
centage allowances designed to cover administrative overhead.®^ 
In lieu of detailed analysis of eligible expenditures by local 
authorities a flat percentage was applied to the total outlay on 
certain specific items of direct or basic civil defense expendi- 
ture. For 1940-41 it was to be 4 per cent and for 1941-42 and 
all succeeding years the " mark-up ” was 5 per cent. While it 
was not intended to cover all wage, salary and office expense, 
it was believed that such an allowance would fairly represent 
supervision, office expense, and such items of overhead, 

The situation was not quieted for long, however, as local 
authorities now discovered that 1941-42 was a peak year, £84.5 
million having been expended on civil defense. Thus for the 
next year, direct expenditures on civil defense declined but the 
administrative overhead was increasing, both absolutely and 
relatively to the total cost of civil defense. Consequently the 

Local Government Finance, Vol. 47, No. 4 (April, 1543), p. 62. 

Secretary Circular, No. 124 (June, 1942). 
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local authorities argued that 5 per cent, a reasonable figure on 
the basis of 1941-42 costs, was not enough when applied to 
the smaller totals which they were then experiencing. After 
another campaign with the usual pressures exerted in the local 
associations, the Government relented and issued a new plan 
in 1944, retroactive to April 1, 1942 

fhe plan in effect reverted to the pre-1940 basis, before 
percentage grants were made specifically for overhead. It pro- 
vided that the following categories would be acceptable for 
grants; 

1. All salaries of officers and employees on civil defense, the only 
exceptions being heads or deputy heads of local authority departments. 
Any part time duty would be prorated. 

2. Rents and rates on premises wholly or partly used for civil defense. 

3. Heat, light, stationery, etc. incurred for civil defense. 

4. Any reasonable expenses in the administration of fire service or 
other civil defense. 

This last item was indeed the omnibus that the local authorities 
desired, as they were no longer limited by a fiat percentage. 

Review ARP Act 

As noted above, the local government associations were 
overruled by the Government in establishing the per cent grant 
under the ARP of 1937. But Section 10 of the act called for 
a Parlimentary review of the financial provisions within four 
years of its passing which would be December, 1941. Circum- 
stances at that time necessitated a postponement to the spring 
of 1942.=® 

Meanwhile the local associations had been girding them- 
selves for another bout on the prime question of reimbursement 
for ARP expenditure. As early as April, 1940, a deputation of 
local authorities waited on the Minister of Health to propose 
(1) increased aid when the normal local services were impeded 
by reduced income; (2) provision for local government prop- 
erty in event of war damage; and (3) a reconsideration of tire 
cost of civil defense services, for example, to review the scales 

Municipal Yearbook, 1945, p. lA 

& 5 Geo. VI, c. 10, dKP (Postponement of Finance Investigation Act), 

1941. 
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o£ grant in the 1937 Act, so as to shift the whole cost in war- 
time to the central government. On the first point, that a local 
authority should be reimbursed for a decline in rate income, 
the Government demurred. Its view was that, not knowing 
where it would stand financially at the end of the war, it could 
not accept the principle that the Government should contribute 
to ease the loss of revenue resulting from the war. It was felt 
that other public bodies, institutions, etc., might enter similar 
claims were the Government to underwrite local revenue. The 
second point, that the Government should assume full expendi- 
ture for war damage to local government property, was also 
declined. The policy would be to make no distinction between 
property of local authorities from that of ratepayers themselves. 
The local authorities were advised to await Government action 
on the whole question of war damage. On the third point — of 
major interest here — the Government reiterated the fact that 
they were assuming the full cost of civil defense personnel, of 
a large part of the equipment and of hiring premises or vehicles. 
On discretionary expenditures the ARP principles would be 
continued for it would be: *' difficult for the central government 
to exercise the degree of control that we think necessary when 
the whole cost is being borne by the Exchequer.” 

As the time for review drew near, the local associations 
instead of repeating the old controversy took another tack. 
This was the proposal to place some maximum on the portion 
of expenditures falling on local rates. Attention was again 
drawn to the inequity in areas where the rate poundage for 
civil defense and other war expenditures was larger than that 
borne by the majority of local authorities. It was proposed that 
a special grant of 50 per cent be made on the amount of 
approved expenditure that exceeds the produce of a "id. rate. 
The scheme under the original act, it will be recalled, was to 
grant either 75 or 85 pet cent of the expenditure in excess of 
a Id. rate. The local associations were opposed because this 
left 15 or 25 per cent of an '' unlimited ” expenditure to fall 
upon the local budget. Hence a scheme was proposed that, after 
allowing for grants, if the civil defense burden left on local 
rates exceeded the product of a id. rate, additional grant of 
50 per cent of this excess should be made. 


Local Government finance, Vol. 44, No. 5, Supplement (May, 1940). 
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The Government acceded to the request for necessary addi- 
tional aid but preferred that it be granted only if the excess 
civil defense burden exceeded a 6d. rate and then on two 
conditions: (l) the total rate mast be higher than the average 
for the same class of area, and (2) the total rate must have 
increased by 6d. over 1939-40 — the pre-war level. The choice 
of year was a concession to the local authorities since the 
Government had originally favored 1940-41 as a base year. 
The earlier year was certainly advisable since many rates had 
increased substantially in the two-year period. Some of the 
larger increases are noted below and are substantially due to 
the impact of civil defense costs. 


Rate Increases 193940 to 191041 


Metropolitan j. d . 

City of London 10 10 

Chelsea 11 8 

Holboin 11 11 

Kensington 11 4 

St, Pancias 12 2 

Westmiastef 10 6 

County Boroughs 

Croydon 11 I 

Derby 15 2 

St, Yarmouth 15 8 

Huddersfield 11 0 

Manchester 16 3 

Middleborough 14 0 

Norwich 19 0 

Sheffield 17 6 

Southend on Sea 12 5 

Wallasey 11 6 


to 


s. d. 

12 0 
13 4 

13 8 

14 2 

13 8 

12 8 


12 8 
16 10 

18 9 

12 6 
17 4 

14 4 

21 6 

19 0 

13 10 
13 6 


The White Paper that ensued incorporated these provisions 
and summarized the incidence of civil defense expenditure.®® 
In effect, it pointed out there had been a continual review of 
these expenditures as a wider and wider area of financial 
responsibility was assumed by the central government in respect 
of shelter provision, personnel cost, administrative overhead, 
etc. For 1940-41 the proportion borne by the Exchequer varied 
from 81,6 per cent to 93.5 per cent with an average of 89 per 

““ Report of the Result of the Investigation into the working of the Financial 
Provisions of the Air Raid Precautions Act, 1937, Cmd. 6456. 
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cent. Then, too, substantial savings such as the transfer of the 
Fire Brigades to the national budget are not even included in 
these figures. To continue the White Paper summary, the 
average burden on rates in 1940-41 was about 'bd. for regular 
expenditure and \d. for loan charges on capital expenditures in 
previous years. The civil defense burden exceeded 6d. in only 
about 10 per cent of the local authorities and since the average 
total rate poundage was 13r. lO^d., it contributed a small 
proportion of the cost of local services as a whole. Comparing 
the actual data for 1940-41, the civil defense expenditures 
falling on rates amounted to £11,318,000 or approximately 5 
per cent of the total rate and grant-borne expenditure of 
£238,257,000.““ It must be noted, of course, that such over-all 
data conceal the wide variations of burden, and that many local 
authorities had little or no outlay for civil defense due to 
geographical or other considerations, while some authorities 
had expenditures which bulked large in their budgets. It was on 
behalf of this latter class particularly that local associations 
pressed for a supplementary grant on the excess over a bd. 
rate instead of the 6d. rate which the Government finally 
insisted upon. 

The Government decision was strongly criticized by local 
administrations on the quantitative ground that straight com- 
parisons in rate poundage had long been discarded as unreli- 
able. The second criticism, on a qualitative ground, was that 
the amount of relief afforded by this adjustment was too small. 
In all, only sixteen county boroughs would get an aggregate 
of £100,000 for tire year 1941-42; in the area of the London 
County Council — ^where civil defense costs were among the 
highest — the supplementary grant could not exceed the equi- 
valent of a ^d. rate.“^ Finally to the Government’s observation 
that 90 pet cent of the civil defense cost was already paid by 
the Exchequer, the local authorities replied; why not the small 
balance too ? Evidently the mere size of a civil defense outlay 
does not determine whether it is to be a national or local charge, 
and attention is drawn to items such as war-time nurseries where 
total cost is very small, yet fully reimbursed. They still held to 
their oft repeated position that civil defense — especially in war 

’“‘Municipal Yearbook, 1945, p. 27. 

’‘'Local Government finance, Vol. 46, No. 7 (July, 1942), p, l40. 
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time — ^was a national charge. It would have been better, so they 
argued, had the Government assumed the full costs in 1939 
and thus avoided the administrative potpourri which arose 
from distinguishing expenditures by grant earning, non-grant 
earning or reimbursable claims to say nothing of Supplementary 
grants and other allowances. The wide range of grants and 
the diverse conditions under which different items of expen- 
ditures were treated can be seen from the compilation in 
Appendix F. 

Apart from the Supplementary grant to aid burdened authori- 
ties, the White Paper made other formal concessions. These 
included items such as; a percentage addition to direct expendi- 
ture for the cost of administration, which has already been 
noted; the charge made by authorities for the hire of their 
own trucks used in civil defense, such charges rating for grant; 
payment of local workmen while engaged on civil defense; 
the cost of auditing civil defense expenditures became eligible 
for grant; and the cost of hiring pumps changed from a grant 
aided to a reimbursable basis. Moreover, since negotiations 
were originally started in April, 1940, the Government set 
April 1, 1940, as the effective date for the changes. 

These concessions follow the same pattern noted earlier 
whereby the central government gradually retreated from its 
initial position under the impact of changing war conditions 
and pressure from local associations. Their civil defense ex- 
penditures, once not eligible for grant (Phase 1), would in 
time be accepted for grant (Phase 2), until eventually more 
and more items would be reimbursed in full (Phase 3). The 
retroactive feature might be considered a fourth phase in the 
pattern which the Government introduced when it became 
evident that earlier regulations had been too stringent. 

On this phase it is interesting to note that the Government 
now relaxed its opposition to the local authorities’ view that 
shelter costs should be a national charge. In debates in the 
House of Commons it was stressed that the shelter grant in 
October, 1940, was raised to 100 per cent entirely for purposes 
of administrative speed and was not to be construed as a 
financial concession. Consequently local attempts to make it 
retroactive were unavailing. 
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Other Major Civil Defense Services 

Air raid precautions, with all of its interlocking of central 
and local finance, was by no means the only war service which 
imposed administrative and/or financial burdens upon the local 
authorities. While ARP has been treated in some detail because 
of the light it throws upon the higgling and bargaining process 
in central-local relations, other local war-time services may 
be considered briefly to indicate the cumulative load upon local 
governments. 

The Emergency Powers (Defense) Act, 1939,^° together with 
the Civil Defense Act, 1939,““ provided the basic statutory 
authority for many of the local war services. In general the 
Civil Defense Act was administrative rather than financial and 
conferred powers and assigned responsibilities with respect to 
such items as public and private shelters, training volunteers 
and other personnel, public utility undertakings, darkening of 
lights and camouflage, and drives, etc. It contained no general 
provision for compensation, grants, or other financial details 
which would be relevant to the immediate problems. The 
financial provisions of the ARP Act, already discussed in some 
detail and Defense (Finance) Regulations, 1939,““ set the 
general pattern for local war finance. 

Fire Brigades 

In peacetime fire protection is one of tlie services which 
falls traditionally in the domain of local government and the 
cost thereof has been strictly a local charge. Grants from the 
Exchequer, for maintenance of tlie service, were virtually nil, 
totaling 13,000 or 14,000 pounds annually for all local authori- 
ties in England and Wales in the immediate pre-war years 
1935-36 to 1938-39; this was about one-half of one per cent 
of the cost. 

The Fire Brigade Act, 1938/* was passed about a month 
before the Munich crisis in an attempt to build up the equip- 
ment and operating efficiency of the nation’s fire brigades. 

** 2 & 3 Geo. VI, c. 62. 

Ibid., c. 31. 

““Defense (Finance) Regulations, Sicautory Rules & Orders, No, 1620, 1939 . 

1 Sc 2 Geo. VI. c. 72, Fire Brigade Act, 1938. 
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While full control and responsibility for operating costs were 
left with the local authorities, provisions were set up for 
Exchequer grants to defray some of these costs. All equipment 
approved or required for local schemes would be supplied to 
the local authorities without cost; whereas all other approved 
expenditures would be shared on the same basis as ARP outlays. 
The act further provided for an Auxiliary Fire Service (AFS) 
with the local authorities responsible for (1) recruiting and 
training volunteers, and (2) storing and maintaining appli- 
ances. It was recognized that additional personnel would be 
required to carry out these functions and the cost thereof would 
rank for grant, provided the increase was not more than 10 
per cent of the full-time strength of the local brigade. 

Subsequently the AFS was organized on a regional basis, the 
regional boundaries being the same as for ARP and civil 
defense in general.®- There were eleven regions in England 
and Wales (excluding London) which cut across county bound- 
aries, and the local brigades were organized for mutual assist- 
ance. For this purpose the regions were subdivided into five 
to seven districts depending on the size and character of the 
region. Meanwhile, expenditures continued to be shared on the 
same basis as civil defense. 

The final step came in 1941 after, the blitz experience when 
the fire brigades were nationalized. The Fire Services (Emer- 
gency Provisions) Act, 1941, combined the 1,400 local brigades 
into a unified service under the Home Secretary.®® The entire 
cost was then a national charge upon the Exchequer as of July 
1, 194i. But local authorities were not allowed to pocket the 
windfall “ savings ” thus achieved, which would have amounted 
to £3.3 million, their rate burden expenditures in the year 
1940-41. The act required them to contribute in equal quarterly 
payments 75 per cent of their fire brigade cost in the standard 
year (1939-40) or, if a local authority had no service of its 
own, an amount equal to the product of a Id. rate. Since total 
rate-borne expenditures of fire brigades in 1939-40 were £3.0 
million, the local authorities " saved ” about one-fourth of that 
amount. 

Control of tire National Fire Service, as it was now called, 

““ Fire Brigade Circular No. 4, 1939- 

“M & 5 Geo. VI, c. 22. 
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was removed from the local authorities though they continued 
to act as agencies of the central department in certain matters, 
for example, payroll, medical attention, stores and maintenance. 
It was expected that the local governments would employ the 
same supervision and economy as though the expenditures were 
from its own account in carrying out these minor functions. 
The cost including administrative expense incurred, while not 
absolutely guaranteed, would (after central scrutiny) be reim- 
bursed in full.”* Eventually it was planned that even these few 
functions would be completely assumed by the NFS. 

Needless to say, this nationalization of a time-honored local 
service was achieved only over the strenuous protests of local 
associations, the details of which are not relevant here. In 
general, the local authorities felt they had done a good job 
through the 1940 blitz and that no substantial need existed for 
nationalization. On the other hand, numerous anomalies had 
existed under the Auxiliary System. Those discrepancies were 
in finance, where the cost of some vehicles was reimbursed 
while others only attracted grant; and in service, where fire 
brigades in districts not under attack were slow in arriving, or 
having arrived, were not adequately utilized by the harassed 
chief in the local area. As a consequence, during 1942 the 
local authorities were understandably critical of the conduct 
of the NFS. It was charged first with extravagant expenditures 
on administration and training, and second with maintaining 
excessive full-time persomiel of which too small a number were 
experienced men. The central department justified its policy on 
the ground that a national service had to maintain stand-by 
forces which might be larger than the immediate local area 
required for itself. On the matter of training, it was felt there 
had been too little training before and the central department 
meant to correct that deficiency in the light of experience gained 
thus far. 

Most of all, the local authorities worried about the postwar 
prospects and the specter of the fire service being kept as a 
permanent national service on some regional basis. Continual 
prodding on their part finally culminated in a conference in 
June, 1945, between the local associations and the Home 

“‘National Fire Service Circular No. 16, 1941. 
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Office.’”' There it was agreed that the Government would not 
ask for a retention of the NFS as then constituted. The frame- 
work of the 1938 Fire Brigade Act would be followed and the 
fire brigades returned to local control, subject, however, to 
three conditions; (l) Home Office supervision regarding 
standards of efficiency; (2) the provision of services appropriate 
to the risks in each area; and (3) the maintenance of mobility 
so that resources would be used to the best advantage regardless 
of local boundaries. 

The net cost to local government of civil defense fire pro- 
tection in the war years before the organization of the NFS 
may be noted. 


1939-40 1940-41 

Fire Precaution £9,656,000 £18,016,000 

Less: 

Grants j £8,452,000 f £16,122,000 

Fees I 13,000 1 70,000 

£8,465,000 £16,192.000 

Balance on Rates £1,191,000 £ 1,824,000 

Percentage civil defense falling on 
rates 12% 16% 


But in addition to these items classified as " Civil Defense,” 
the burden on local governments for Fire Brigades after de- 
ducting grants and fees has been increasing steadily since the 
1938 Act. 

Expenditures Falling on Rates 


1937- 38 

1938- 39 

1939- 40 

1940- 41 


£2,685.000 

2.796.000 

3.056.000 

3.374.000 


In these four years, the net burden increased 25 pet cent and 
will undoubtedly be raised even higher when the seiwice is 
finally returned to local control. 


BvacMation 

One of the principal problems plaguing local governments 
during the war period was the evacuation of population, 
primarily children, from metropolitan London and other target 

“Local Government Chronicle, No. 4099 (July 7, 1945). p. 433. 
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ateas. As early as 1938 preliminary plans were kid and the 
financial policy was formulated along the following lines: 

1. School children: Exchequer to bear whole cost of evacuation and 
maintenance, 

2. Other refugees; Exchequer to bear initial cost of transport, 
rations, and accommodations, 

3. When evacuation completed, able persons would be required to 
contribute to their own support. 

The Civil Defense Act, 1939 (Paragraph 56), authorized 
grants for the entire expense incurred by the local authorities 
who were at all times acting as agents of the central govern- 
ment. Areas were subsequently classified into (1) Receiving, 
(2) Neutral, and (3) Evacuating. Since much of the strain 
clue to evacuatron would fall on educatronal facilities in the 
receiving authority, the Exchequer, through the central Board 
of Education, was to reimburse the full amount of such items as 
the following: 

1. ARP where additional provision was required solely for the 
evacuated children. 

2. The hiring of premises to supplement ordinary school facilities 
and expenses of conveying children to school. 

3- Other educational expenditures which would not have been 
incurred by the sending authority, had no evacuation taken place. 

AIL otlier expenditures by the receiving authorities would be 
charged to the educational account of the sending authority 
which gels the usual grants for such educational purposes. 
Thus the general principle that no expense for evacuation 
should fall on the receiving authorities was adopted, and 
further that all additional expenditures would either be paid 
in full by the central government or be shifted to the evacuating 
authority. 

A fairly elaborate system of contributions was installed which 
the local authorities in the sending area were expected to assess 
and collect on behalf of the Exchequer. For such administrative 
services they were to be reimbursed by the central department' — 
in this case the Ministry of Health. 

It w'as costing the Government, on the average, 9^. weekly 

““ Lofj/ Gomrnment Pinance, Vol. 44, No. 1 (Januaty, 1940), p. 5. 

*’■ Board of Education, Cifculm 1481, 1939. 
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per child which was raised in early 1940 to lOr. 6d. payable to 
householders billeting the school children. In 1939 plans had 
been laid for 2,300,00 children to be evacuated, but despite 
Government urging at the outbreak of war less than 50 per cent 
of these children were permitted by their parents to leave home. 

The contributing scheme was graduated according to means. 
If able, parents were expected to pay the full amount of the 
billeting charge; otherwise the " standard ” was set at 6s. 
weekly but, if still unable to pay, the amount was reduced after 
application, of the " means ” test by the sending authority. 
Briefly, the assessment procedure was (l) to ascertain net 
income, (2) deduct rent and a personal allowance for each 
member of the household not evacuated, and then (3) to 
consider one half of the balance available for payment. These 
" personal allowances " were 25 j'. weekly for father and mother 
jointly, 15^. for a single patent, lOr. for dependent adults 
over 16 years old and 6s. for dependent children under 16 
years. As it later developed, this scheme was one of the 
deterrents to evacuation, many families seeking to avoid such 
levies by keeping their children at home, target area or no. 
In May, 1942, billeting allowances were again increased to 
vary from lOr. 6d. for " under fives ” to Idr. 6d. for age 17 and 
over. In the year 1941-42 £1,900,00 was collected from parents 
which amounted to an average of 2s. per child weekly. The 
balance of the weekly cost, Sr. 6d., was finally borne by the 
Exchequer. 

Receiving areas also had the problem of extending public 
health services to the evacuated school children and others. The 
sending authority was urged to release medical personnel to the 
receiving areas, meanwhile paying their wages from its own 
budget. In the absence of such releases, the Ministry of Health 
would reimburse the receiving areas for the cost of additional 
staff. 

Apart from the usual differences between the local authority 
and the central departments over what constituted " addi- 
tional ” expenditure, said amount to be paid by the Exchequer, 
it appears that the principle of " no cost ’ ' to receiving areas was 
fairly well maintained. Of total civil defense expenditures by 


Aimkipal Yearbook, 1940, p. 4l4. 
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local authorities in England and Wales classified as " Evacua- 
tion,” the Exchequer bore the lion’s shared” 


1939-40 1940-41 

Evacuation Expense £1,841,000 £4,345,000 

Grants £1,710,000 £4,036.000 

Fees 98,000 1,808,000 245,000 4,281,000 


Balance on Rates £ 32,000 £ 64,000 

Percentage of civil defense 

cost falling on rates .39o -6% 


II OS [lit ills 

The provision for medical services and emergency hospitals 
in particular was another item for which central-local financial 
adjustments had to be made. In peacetime the central govern- 
ment administered no hospitals except a few concerned with 
casualties of World War I. Hospitals otherwise were either 
voluntary, operated privately; or municipal, owned and oper- 
ated by the local authority as a part of its institutional health 
service. 

Bed capacity, surgical and other facilities for emergency use 
in tile event of air-raid casualties were often inadequate in 
target areas. To correct this situation, the Civil Defense Act, 
1939, was again the basic directive and divided the financial 
responsibility for " upgrading " hospitals. Thus institutions not 
equipped in peacetime for surgical work and casualty treatment 
would be fitted up. The actual equipment would be procured 
by the central government while the local authority would 
handle the storage of such materials and reserve supplies. Aside 
from equipment, three- tenths of the ” upgrading ” cost would 
be charged to the local authority which would also be respon- 
sible for ARP works for the protection of patients on the usual 
grant basis. 

To avoid excessive burden, however, it was provided that the 
local share of upgrading should not exceed an amount equal 
to one- tenth of a penny rate in any one year, Any approved 
expenditures over and above this maximum would be reim- 
bursed in full by the Government. 

With respect to casualties, the Government assumed full 


1944. y, 41. 
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cost of treatment by hospitals, but the local authorities were 
responsible for ambulance or other services to transport victims 
to the hospital. The cost of this delivery service was grant- 
aided, under the usual AHP provisions. 

The net cost of the emergency hospital services to the local 
authorities in England and Wales, while somewhat larger than 
evacuation costs, was kept down to a nominal figure by the 
above provision for maximum burden. 


1939-40 1940-41 

Emergency Hospitals £3,200,000 £8,191,000 

Grants £2,646,000 £7,440,000 

Fees 35,000 2,681,000 147,000 7,587,000 

Balance on Rates £ 519,000 £ 604,000 

Percentage of civil defense cost falling on 
rates .5% 


Housmg 

The net cost to local authorities of wartime construction is 
commingled with the over-all expenditures on " Housing ” 
in general and cannot be separated from the data currently 
available. It may be noted, however, that as in the case of 
hospitals, the provision of housmg in peacetime was entirely a 
private affair or the concern of local authorities, and grant- 
aided in the case of slum clearance, relief of over-crowding, 
etc. At the outset of the war, building was expanding but it 
soon stopped as materials were controlled and the risk of 
war damage discouraged new construction. 

Local responsibility for war housing first appeared in areas 
of war-plant location and new schemes were initialed to meet 
such needs. In order to qualify for grant, however, they had 
to be constructed with a view to postwar usage, meanwhile 
being used by munition workers under agreement between the 
local authority and the central department. As the redistribu- 
tion of population continued, acute shortages developed, and 
the central government through the Ministry of Supply assumed 
the responsibility for constructing hostels and quarters for 
married workers. In some cases these new facilities were 
managed by hostel corporations formed for that purpose and 
the occupants were charged rent in accordance with the rent 
level in that community. In most cases, however, the local 
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authorities were requested to take over the management, collect 
rents, and handle necessary repairs/® 

Since administrative costs incurred were reimbursed by the 
central department it may be presumed that war housing, in 
general, did not add much to the actual burden on local rates. 
It did, of course, add one more responsibility to the work load 
of harassed personnel of the local authorities trying to carry 
on a host of widely expanded wartime functions. 

British Restaurants 

One of the inevitable by-products of evacuation and of air 
attacks was the responsibility for feeding large numbers of 
people. This responsibility fell entirely upon the local au- 
thority. By December, 1942, over two thousand communal 
feeding centers were established throughout the areas of need 
and 96 per cent were operated by the local authorities. These 
community kitchens came, euphemistically, to be called " British 
Restaurants,” and again the financial burden was shared by the 
central and local governments. 

Under Defense (General) Regulations, 1939, as the basic 
directive, local authorities were empowered to establish and 
operate these ” restaurants ” under the general supervision of 
the Ministry of Food.*^ Under the original plan, losses in 
operation would be reimbursed by the Ministr)' which also 
absorbed most of the profits reported by the others. The 
procedure in calculating profits — or losses — may be noted 
briefly. After amortizing the full cost of capital equipment 
(including that furnished by the Ministry of Food) and repay- 
ing to the Ministry any ” unavoidable ” losses which had been 
reimbursed in earlier periods of operations, any profits would 
be disposed of under one of tw'o plans. Either the profits 
would be divided equally between central and local govern- 
ments, or the local authority could acquire the assets by paying 
3 per cent interest annually on the equipment and capital 
advances less amounts already paid back. When the cost was 
fully amortized the " restaurant ” became the property of the 
local authorities."*^ 

Local Gorernrnent ViiMnc^, Vol. 46, No, I (January, 1942), p. 6. 

“ Local Authorities (Conitnunity Kitchens and Sale of Food in Public Air 
Raid Shelters) Order, 1941, No. 103, Statutory Rules & Orders, 1941, 

Ministry of Finance, Circular No. 15, November, 1940. 
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For the most part, local authorities chose to act as agents 
for the Ministry, accepting reimbursement for any capital ex- 
penditures and " unavoidable ’’ losses. As has been noted 
before, every joint project seems to have involved a certain 
amount of bargaining and adjustment in terms; the community 
kitchens were no exception. The most common protest was that 
the Ministry of Food did not pay a large enough proportion of 
ordinary losses in contrast with " unavoidable ” losses which 
were reimbursed in full. The latter category included losses 
outside the control of the local authority such as restaurants 
established in areas which later experience proved unsuitable, 
or from a reduced demand due to expansion of workers’ centers 
or an exodus of population from the area.” In general, the 
Government’s reply to the continuous stream of protests on 
ordinary operating losses was advice to raise the price of 
meals and conversely, to lower prices when profits were 
produced. 

As the war drew to a close in 1945 pressure from private 
restaurants coupled with a desire on the part of local authori- 
ties to slough off as many of these emergency duties as possible, 
made the gradual closing of these feeding centers inevitable. 
Moreover, the blanket license to operate such establishments 
would lapse with the expiration of the Emergency Powers Act, 
1939. 

No separate data are available on the net burden to local 
authorities of these community kitchens. These costs were 
evidently lumped in the " all other ” category in the classifi- 
cation of local civil defense expenditures. As may be seen 
below, the ” all other ” class represented only 2 to 4 per cent 
of the total civil defense burden falling on local rates. 


1939-40 1940-41 

“All other" £786,000 £6,040,000 

Grants £527,000 £5,231.000 

Fees f 68,000 595.000 361,000 5,592,000 


Balance on Rates £191,000 £ 448,000 

Percentage civil defense falling 

on rates 2% 4% 


Municipal Yearbook, 1944, p. 430. 

Parliameniary Debates, Vol. 388, p. 503 (April 6, 1943). 
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Review of Civil Defense Expenditure 

In 1941, the Select Committee on National Expenditure re- 
ported to Parliament the results of its survey of the whole 
civil defense program as it existed at the close of the year 
1 940-41 In the year then concluded the Exchequer spent a 
total of £89 million for civil defense, including air raid shelters 
but excluding administrative costs. Of this amount £39.75 
million went to pay 250,000 whole-time workers. Thus the 
principal object of investigation was twofold: first, to find 
possible ways of reducing these heavy manpower requirements 
which also would reduce the financial burden; and second, of 
course, to scrutinize the efficiency of the expenditures made 
so far. 

With respect to manpower to be released for war industries, 
the Select Committee recommended: 

1. Reduce the numbers when experience shows an ample supply, 
for example, Casualty Services. 

2. Substitute part-time volunteers for whole time paid workers. 
Utilize National Service Statutes and Regulations which permit the 
drafting of personnel when volunteers are not adequate, for example, 
the limit of 20% paid air raid wardens was permissive only, and 
could be reduced by using ” volunteers.” 

3. Allocate personnel to time of greatest need, for example, if raids 
are primarily at night, reduce the day-time staff. 

4. Increase mobility of fire brigades, etc. between areas and regions, 
and allow more than one third of the original force to be shunted to 
the attacked area. 

With respect to the efficiency of defense expenditures already 
inaitred, the Select Committee was rather critical. Upgrading 
of hospitals, though a lesser cost, was often done without 
regard to possible postwar uses in locations where an alter- 
native was possible. On the matter of shelters, one of the 
largest items of cost, the Committee went into detail. 

The popular demand for deep tunnels had served to stampede 
the government into excessive outlays. Deep tunnels cost £15 
per occupant in contrast with ordinary shelter types at £4.^“ 
In the metropolitan area, deep tunnels were constructed without 
much regard for possible future uses as part of the subway 

** Select Committee on National Expenditure, Report, Session, 1940-41, 

“iWd., p. 27, 
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system; they consumed enormous quantities of labor, equipment 
and materials sorely needed in war industries; while they 
afforded a high degree of protection, they violated the principle 
of dispersion, raised health ha2ards and prevented fire-watching 
duties. After consideration, it was recommended that no more 
deep tunnels be attempted and that those already completed be 
reserved for mothers and children, the aged and people working 
long hours on projects of high national importance. 

Ordinary shelter policy was also criticized.'*’’ The delays in 
construction prior to October 1940 were attributed largely to 
differences of opinion between administrative counties and their 
county districts on the incidence of the rate-borne share of 
shelter expenditures, that is, after grants had been paid. The 
Government was at fault for not enforcing its policy on the 
dilatory local authorities. This resulted in severe injustice to 
those authorities that had provided tlieir protection before the 
Exchequer shouldered the entire cost in October, 1940. On 
the latter point, namely the controversy over the division of 
shelter cost, the committee conceded some small justification 
on the grounds of expediency for assuming the entire cost. But 
this was only because of circumstances precipitated by the blitz 
and was contrary to all financial principle. Moreover, since tlrat 
crisis had now passed, the committee recommended a return to 
the former basis of shared cost which would give the local 
authority some incentive to efficient expenditures. Parliament 
apparently never acted on this last point, perhaps fearful of the 
storm which local associations would raise. Having once suc- 
ceeded in shifting the entire cost to the Exchequer, it created a 
" vested interest ” in favor of keeping it there. 

A review of civil defense in open debate in the House of 
Commons in June, 1943, was little concerned with the financial 
aspects. Most of the criticisms then were on administrative 
and organizational matters. There was a wide dispersion of 
responsibility whereby fifteen separate Ministries had some civil 
defense function; the application of the provisions in the large 
number of circulars continually being issued threatened to 
overwhelm local authorities. One Ministry alone — Home Se- 
curity — tissued 348 circulars in 1939, 308 in 1940, 297 in 1941 
and 260 in 1942. On the other hand, the consensus was that the 


Ibrd., p. 25 . 
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regional civil defense organization had proved itself in times 
of heavy raiding and minimized the outflow of circulars from 
Whitehall. The financial discussion was largely on small 
matters of detail — such as allowing local authorities to spend 
up to £100 without regional approval. 

Over-all Financial Effect on Local Government 

Rateable Value and Rate Income 

The immediate impact of the war on local government 
finance may best be observed through changes in rateable value, 
losses in rate income, and the emergence of “ distressed ” areas 
which required special aid from the Exchequer. The problems 
of rating in wartime were first met in conjunction with the ARP 
Act, 1937, as local governments and private concerns prepared 
schemes for new shelter construction or modification of exist- 
ing structures for air raid protection. The Rating and Valuation 
(Air Raid Works) Act, 1938,‘® was enacted to exclude all ARP 
works from rates. This exemption was further strengthened by 
a provision in Section 69 of omnibus Civil Defense Act, 1939, 
which states that installation of air raid shelters was not to 
increase the valuation of property for rating purposes. 

As soon as the war broke out a host of questions arose. 
Firms and individuals plied their respective local authorities 
with requests for reduced assessments or partial or complete 
remission of rates. A reduction in shop assessments was re- 
quested on the grounds of reduced turnover and the closing of 
upper floors. In reply, local authorities declared that a lower 
turnover did not necessarily lower profits; in some cases rate- 
able value had actually increased due to the demand for 
premises to replace those damaged by air attacks. Without 
evidence as to a general lowering of values hardship allowances 
could be granted but only in specific cases. Mills which had 
previously been operating but were now " cleared ” and used 
wholly or partly by the central government would not have 
their valuation reduced but the central department would make 
a contribution in lieu of rates. Advertising companies, especially 
bill posters, with a loss in revenue might have their valuations 
reduced accordingly, but the rate levied would not be changed. 

1 & 2 Geo. VI, c. 65. 
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In general, three alternatives were available: (1) reduced valu- 
ation, (2) remission of partial liability through the use of 
allowances, and (3) total remission in which case it was refer- 
red to the Justices for decision. 

As a result of wide variations in interpretation by local 
authorities, it was not long before the central government 
issued uniform directives. Thus, in the case of war damage, 
adjustments might take two forms; if premises are totally 
demolished, valuation will be amended, or if partially de- 
molished remission of rates will be the relief.^ Retaining 
partially damaged property at full value was criticized as 
masking the true property destruction; moreover it made diffi- 
cult the calculation of rate losses for which local authorities 
hoped to be reimbursed by the Exchequer. Where losses in 
property income were the result of location in an evacuation 
area, a moratorium was granted, though the liability still 
remained; but where the loss was due to enemy action, the 
rates were written off. 

The cumulative effect of these changes in rateable value 
may be noted by comparing total valuations in England and 
Wales for April 1, 1939, the last pre-war assessment, and those 
for April 1, 1944, the latest available year. 

1939-40 1944-45 

(52 Administrative Counties £218,037,000 £218,977,000 

S3 County Boroughs 100,797,000 100,116,000 

Total £318,834,000 £319,093.000 

Evidently the administrative counties increased their rateable 
value substantially, London being the only such county experi- 
encing a decline over this period. London dropped 13 per cent 
from £63,121,000 to £54,986,000. 

The county boroughs, on the other hand, suffered most of 
the losses in rateable value, which might be expected, as many 
large cities were frequent targets for enemy raiding. Even so, 
of the eighty-three county boroughs, forty-nine increased, eight 
had little or no change, and twenty-six decreased in rateable 
value. The severity of the decreases, largely due to evacuation 

Ministry Of Health, Circular No. 2215, 1940. 

Local Government Finance, Vol. 45, No. 1 (January, 1941), p. 17. 

8 
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or diiect enemy action, may be noted by the following distribu- 
tions: 

Decreases 1939-44 No. of County Boroughs 


1 to 14 

6 to lOO^o 1 

11 to 15C4> 4 

16 to 20Cti 1 


The county boroughs with 10 per cent or more loss in rateable 
value were; Plymouth 17 per cent, West Ham 14 per cent, 
Portsmouth 13 per cent, Southampton 13 per cent, Bootle 11 
per cent, Canterbury 10 per cent and Kingston on Hull 10 per 
cent. With the exception of Canterbury, these cities were 
included among the fifteen " distressed ” county boroughs that 
received financial aid from the Exchequer ” for the mainte- 
nance of essential services. The variation through the war 
years for all local governments in England and Wales is set 
forth below (as of April 1) : °- 


1939 £318,8.34,000 

1940 324,271,000 

1941 322,495,000 

1942 317,802,000 

1943 317,274.000 

1944 319,093,000 


Among the wide powers given to the Ministry of Health by 
Defense Regulations was the authority to permit local borrow- 
ing regardless of other acts or restrictions which usually hedged 
the borrowing privilege.®^ The Ministry was also empowered 
to intervene in the matter of " precepts ” which administrative 
County Councils might bring upon the rating authorities — 
non-county boroughs, urban and rural districts — within its 
boundaries. In normal times a precept is based upon the 
estimated product of a penny rate, but during war years in- 
creasing disparity appeared between the estimated product and 
the amount actually collected. This might be due either to a 
lag in collection because of individual distress or evacuation, 
or to a reduction in receipts where the source of income had 

Below, p. 124. 

Ministry of He.ilth, R/tfar and Rateable Value in England and Wales, 1944- 
45, p. 54, 

Defense Regulations 54 BA No. 1883, S. R. & 0., October, 1940. 
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been destroyed. The various districts within a county were thus 
faced with the problem of paying a precept — based on estimated 
yields — ^with funds which fell far short of the estimate. To 
meet this situation the Ministry of Health allowed some rating 
authorities to reduce the amount payable under precept to the 
county council by paying tire same proportion of cash collected 
as the precept bears to the rate poundage. Thus they were not 
required to turn over cash not actually collected.''’^ 

The second step in relief of rating authorities authorised 
by Defense Regulations was to vary the manner of estimating 
the product of a penny rate for purposes of precept. The ARP 
Act, for example, set up its calculations of rate product on the 
amount collected, rather than the amount collectible. Why not, 
argued the local associations, put precepts on the same cash 
basis? The County Council would be short, but a deficiency 
Exchequer grant might be initiated to cover such situations. 
This plan the Ministry of Health declined and established the 
policy that no change in the precept basis would be allowed 
unless revenue fell so low as to threaten essential services. 
The problem thus became one of assisting distressed areas, and 
special procedures, noted below, were set up to handle such 
cases. 

Having been balked on the point, the local associations 
waited upon the Chancellor of the Exchequer in the middle of 
19dl and proposed deficiency grants to compensate for losses 
in the local income arising from war causes. The Government’s 
negative answer covered these points: 

1. The unpredictable financial condition of the whole nation pro- 
hibited blanket compensations. 

2. No compensation for loss of income could be made unless it 
was done generally, that is, to other organizations penalized by the 
war, and such would be an unmanageable task, 

3. The guiding principle must be to treat distress from income loss 
as a matter of assistance with regard to need, rather than a subject for 
compensation. 

The local authorities protested that rates should not be 
looked upon as "income” but rather as taxation to meet ex- 

Local Government Finance, Vol. 45, No. 5 (May, ]941), p. 125. 

No. 2 (February, 194l), p. 43. 

’‘"Local Government Finance, Vol. 43, No. 9 (September, 1941), p. 257. 
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penditures. The Exchequer incorrectly assumed that revenues 
were the same as the income of a person or institution; on the 
contrary, so they argued, certain classes of “income” should 
be made good in the national interest. 

In evaluating this controversy, as well as others already 
noted, attention must always be focused upon the over-all 
picture of war finance and the proportion of the war cost shared 
by central and local governments. The local associations, in 
their commendable zeal to maintain services, have taken a 
rather limited view of the total situation. It was one thing to 
argue that civil defense was properly a national charge; it was 
quite another to claim local revenues should be underwritten 
in some blanket fashion by the Exchequer. Why indeed, should 
all local services be maintained in a time of national crisis? 
Yet had the central government acceded in this point, a sub- 
stantiail share of normal local services would have been shifted 
to the Exchequer which was already paying better than 90 per 
cent of the abnormal services — and that was before the shelter 
responsibility was shifted in toto. Moreover experience shows 
that once a local burden is attached to the Exchequer it tends 
to stick there, and an embarrassing situation would surely have 
arisen at the war’s end, when the time inevitably came for 
local authorities to stand on their own feet again. 

Kate Koundages Levied 

The extent of wartime fluctuations in rates levied by local 
authorities may be noted below. County boroughs stand as 
units but administrative counties are not rating authorities per 
se. County revenues are raised by " precepts ” upon the non- 
county boroughs, urban and rural districts in its jurisdiction. 
However the purpose it had did not require the enormous 
amount of detail which would have been involved by a break- 
down of eighty-three administrative counties into their con- 
stituent rating areas. The '* estimated equivalent ” is therefore 
used as indicative of the general level of rates in any given 
county. This equivalent is the uniform rate poundage over 
the whole county of all local rates levied within the county. 
In other words, what rate, if levied over the entire county, 
would produce a sum equal to the rate products of the separate 
rating authorities? It is an average rate and, like all averages, 
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conceals the dispersion of rate poundage within the area of the 
county. 

For England and Wales the average rate poundage collected 
during the war increased from 12j. 'h.l^d. in the last pre-war 
year, 1938-39 to 12r. in 1944-45. As noted below the total 
valuation on which these rates were levied was approximately 
the same at the beginning and end of the period, for example 
i319-l million in 1944 against £318.8 million in 1939. Some 
variation in yields occurred during the middle of the war period 
although these Ministry of Health figures are only provisional 
for the last four years."' 



Total Rate Receipts 

R.iteable Value 

Average Rate per £ 


£ 

£ 

s. 

d. 

1938-39 



12 

3.75 

1939-40 .. 

201.3 

318.8 

12 

7.5 

1940-41. . . 

203.9 

323.3 

12 

7 

1941-42 , , 

194.0 

322.5 

. , 12 

0 

1942-43. . 

19(5.0 

317.8 

12 

4 

1943-44, . , 

199.0 

317.3 

12 

7 

1944-45. . . 

202.0 

319.1 

12 

8 


Thus it appears that for England and Wales as a whole, local 
revenues, after a mild war slump, had about recovered their 
former position. 

When the rate poundage for county boroughs and adminis- 
trative counties are regarded separately, the familiar dispersion 
quickly appears. With respect to the county boroughs, sixty- 
four had increased rates, nine had not changed, while ten had 
actually decreased. The increases were distributed as follows: 


Increased Rates 

Number of 

Number of 
Administrative 

1939-44 

County Boroiigh.s Counties 

1 to Y,'o 

18 

11 

6 to 107 r- 

26 

9 

11 to 159'o 

11 

6 

16 to 20% 

6 

5 

21 to 25% 

2 

2 

The combinations of 

reductions in 

rateable value and/or 


increasing rates all due to the war brought a number of local 
governments to the verge of insolvency. Local authorities on 
the whole did not lose revenue substantially, witness the com- 

Ministry of Health. Rates & Rateable Values, 1944-45, p. 54. 
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pafable amounts collected in 1939-40 and 1944-45; yet the 
manner in which the burden was distributed, due to the unpre- 
dictable exigencies of war, led to hardships in certain areas. 
To meet this situation a new financial arrangement was con- 
cocted whereby the Exchequer would come to the assistance of 
such local authorities. 

War Distressed Areas 

Coastal resort towns were hit hardest by the evacuation 
and by the Government’s ban on visitors when the east coast 
was declared a defense area. The chief industry in such re- 
creational areas, for example, hotels and boarding houses, was 
virtually shut down; the dependent retail trade and services 
catering to tourist trade for the twelve-week holiday season 
w'as closed. While pre-war shop rents were high, they were 
forced down 20 to 23 per cent when reduced shop turnover 
could not support the former figure and the increased number 
of empty houses lowered the value of all houses.^® Some towns 
lowered rents on shore properties by as much as 30 per cent 
while the reductions in in-shore sections were from 20 to 30 
per cent on tourist premises. Before long some owners and 
occupiers applied for reduced assessments which simply meant 
higher rate poundages for those who did not apply; even 
“ hypothetical ” tenants (people occupying their own premises) 
claimed similar reductions though they were not adversely 
affected. The distress did not appear in statistics of unemploy- 
ment, for those formerly occupied with tourist service were 
absorbed into the armed forces or into nearby industry, while 
proprietors were not covered. 

The policy on assessments was established under Defense 
(Evacuation Areas) Regulations in 1940.®" A moratorium for 
the east and south coast towns was granted for the duration of 
the evacuation period, covering payments for rent, rates, water, 
gas, electricity, and telephone for the unoccupied premises of 
evacuees. Such premises were considered to be " unoccupied ” 
if nothing but furniture and other household goods were left 
or if requisitioned by the Government.*" Thus assessments 

‘’’Local Government Finance, Vol. 45, No, l (Jaauary, 1941), p. 11. 

"Defense (Evacuated Areas) Regulations, No. 1209, S. R. & 0., 194o. 

" Local Government Finance, Vol. 44, No, ? (August, 1940), p, 242, 
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were generally left unchanged and the rates, instead of being 
cancelled, were simply suspended. For other premises, such 
as hotels and tourist quarters, the local authorities were obliged 
to collect as much rate as possible, and under the '' hardship ” 
provisions of the Rating and Valuation Act, 1925, accept that 
portion in full settlement of the liability. 

Economies in local services were evidently inconsequential; 
for one thing, local authorities considered themselves already 
on a wartime bare-bone basis, and then many services had to 
be kept up for the permanent residents, since no large shifts 
in population — aside from children — were attempted. Trading 
establishments (public utilities) of the local government also 
suffered a decline in receipts of as much as 50 per cent in 
services like electricity and gas. Where premises were taken 
for military purposes, compensation would eventually be forth- 
coming but in Great Britian, as in the United States, the mills 
ground exceedingly slow and meanwhile financial pressure 
increased. 

As one means of correcting these differences between local 
authorities due to the war some proposed a modification of the 
block grant. In general, the suggestion was ill advised for 
several reasons and was wisely dropped. It would have been 
a delayed type of action wdth a considerable time lag between 
the emergence of need and the receipt of aid; after all the 
block grant was a peacetime design and was never intended 
for war purposes where prompt relief was essential. Finally 
it would be difficult to know which of the factors to vary; 
some children under five had left the area ; unemployment had 
not increased; and the Government policy was not to change 
assessments of rateable value. 

Coastal areas and resort towns were not the only instances of 
distress, for with the advent of the blitz in September, 1940 
a number of bombed towns joined the ranks of those financially 
embarrassed. Local associations took the view that tire central 
government should compensate actual losses in rates by means 
of a special grant. These towns attacked were " national targets 
in a national war”; therefore the loss of property and rates 
were suffered on behalf of the whole nation. The amount of 
the grant should be calculated as follows: take the cash produce 
of a penny rate in a standard year, say 1939-40, compare it 
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with the cash produce in tire war year, after the bombing 
damage, and the difference, multiplied by the poundage would 
give the amount of grant necessary." 

The Government's view was to decline any blanket compen- 
sation for loss of rate income. Conditions varied from coastal 
and evacuation areas, where the problem was simply one of 
reduced rate income without additional burdens, to the problem 
of bombed towns where the pinch was doubly felt: first in 
higher rate burdens as when loan charges for destroyed utilities 
fell upon the general rate, and second with a sharply reduced 
rate income. With a policy of general compensation the local 
authorites would acquire a vested interest in their original 
rate income regardless of subsequent events. Moreover the 
problem of cutting off such guarantees at the end of the war 
was not to be overlooked. 

The Government then announced an alternate plan for the 
relief of these distressed areas whether due to evacuation or 
bombing.’’- Wherever the loss of rate income threatened the 
maintenance of “ essential ” services, the Exchequer made 
advances to such local authorities, the advance being partly 
grant and partly loan. But first the local authority had to 
exhaust its own efforts before it warranted an advance. This 
involved (l) using up any reserves previously accumulated, (2) 
drawing on its bank credit (overdrafts) to the prescribed -limit, 
and (3) increasing its rates. The latter requirement was set 
aside if the rate level was already very high relative to towns 
of a similar type, or if the rate had increased absolutely over 
the two preceding years. Having fulfilled these requirements 
the estimated loss in productivity of a penny rate, compared 
with the normal yield was the basis for an advance. Seventy- 
five per cent was an outright grant but 25 per cent was an 
interest-free loan, and the central government reserved the right 
to ask repayment of this latter portion, when as and if local 
financial conditions improved. 

The Government’s plan was immediately subject to wide- 
spread criticism by local authorities.'”' No aid was forthcoming 
until local resources were exhausted and the local authorities 

Local CoverTiinent Finance, Vol. 45. No. 9 (September, 1941), p. 257. 

Parliaffieniary Debates, Vol. 372, p. 964 (June 24, 1941). 

Local Government Finance, Vol. 45, No. 9 (September, 1941), p. 257. 
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issued an S O S for Exchequer assistance. Such dissipation of 
reserve funds was deemed financially unsound. Then too it 
left the extra burden of military action on the resident rate- 
payers already overburdened by local services, thus causing 
one consequence of war damage to fall on a small section 
instead of the whole nation. Obliging the local authority to 
draw on its credit to the limit by means of bank overdrafts 
would simply postpone the incidence until after the war when 
the financial situation might be even worse. Local authorities 
would find themselves at the end of the war with no reserves, 
heavily overdrawn at their banks, and in debt to the Exchequer 
for 25 per cent of the advance.^ After such a period of hand- 
to-mouth operations, a return to sound finance would be all the 
more difficult. Some even felt that the arrangement encouraged 
extravagance on the ground that the central government would 
ultimately pay the expense. This point is difficult to see because 
the advance was related to income and not to expenditure. 

The conditions under which the advances were extended 
present a digression from the central-local relationship of pre- 
war days. First, the grants were related to income, not ex- 
penditure, avoiding the pre-war problem of measuring " neces- 
sitousness and second, a relative standard was implied by 
comparing like areas. This achieved a kind of uniformity by 
“ leveling up ” the rate burden. It is however a perverse type 
of uniformity, for leveling does not affect those already at high 
or disproportionate rate levels but simply brings the others up 
closer to them. 

The actual application of the emergency advances can be 
observed in examples taken from different levels of local 
government.®® 

Wartumc ExA.MPi.rs 


County 

1919-40 

1940-41 

1941-42 

Productivity 

Borough 

s, d- 

J. d. 

i. d. 

Loss Due To: 

A 

..12 5 

13 10 

13 10 

iy/o Evacuation 

B 

. . 21 6 

21 6 

21 6 

38^'o f Evacuation 
1 Damage 


« The Bconomist, August 8, 1942, p. 162. 
'‘'nbtd,, July 5, 1941. p. il. 



122 British Block Grants and Central-Local Finance 


Metropolitan 

Borough 


A 

. 13 2 

13 2 

13 2 

1 1 % f Evacuation 
1 Damage 


(Must increase rate as condition of grant) 

B 

. 18 0 

18 6 

18 6 

43% ( Evacuation 
( Damage 

Non-County 

1939-40 

1940-41 

1941-42 

Productivity 

Boroughs 

s. d. 

s. d. 

s. d. 

Loss Due To: 

A 

..96 

9 6 

9 6 

40% Evacuation 

B 

Uiban 

Distiict.s 

. . 14 0 

15 3 

15 3 

57% ( Evacu.ition 
( Damage 

A 

. . 12 a 

12 6 

13 6 

16% Evacuation 


(Must 

increase 

rate Ij. as condition of grant) 

B 

14 4 

14 6 

14 6 

60% Evacuation 


The aggregate amounts advanced through the war years were 
as follows: 


Advanced Repaid Outstanding 

1940- 41 £. 4.651,820 4,651,820 

1941- 42 10,378,880 15,030.700 

1942- 43 3,866,000 2,041,220 16,855,480 

1943- 44 849,280 2,710,200 14.994,560 


Details are available on specific local authorities (outside the 
London area) that received aid over the five-year period.®^ 
Fifteen county boroughs were included on the distress list, and 
it is instructive to note how these fifteen compared in rateable 
value lost and rate increases with the other sixty-eight county 
boroughs that received no advances. 

In the table below, the percentage changes in rateable value 
and rates levied (for 1944 with respect to 1939) have been 
plotted for all eighty-three county boroughs. Changes of less 
than 1 per cent fall within the center cross, while the larger 
changes fall within one of four quadrants. Quadrant I includes 
increases in both valuation and rate levied; Quadrant IV con- 
tains those with increased valuation and decreased rates — the 
enviable few who came out of the war with an improved 
financial status; Quadrant III has a few additions with reduced 
valuation and reduced rates; while Quadrant II contains most 
of the distress cases where reduced valuation required increased 

“* Cf. Appendix D for details. 

Parliamentary Debates, Vol. 416, pp. 351-352 (December 11, 1945). 
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rates to maintain services. Of the fifteen county boroughs on 
the distress list, twelve fall in Quadrant II; two others are 
extremes: Southend with a 22 per cent increase in rates, valua- 
tion remaining unchanged, and conversely West Ham losing 14 
per cent of its valuation, the rate level remaining unchanged. 
The last of the fifteen is Coventry which, for some strange 
reason not yet ascertained, repotted no loss in rateable value and 
a moderate increase of only 7 per cent in rates. It is well known 
that Coventry was heavily hit in the " Baedeker ” raids and 
surely suffered substantial losses which would be reflected in a 
reduced valuation, thus placing it in Quadrant II with the rest 
of the distressed county boroughs. 


TABLE I 


Percentage Changes in Rates Levifd and RATrAUtE Values for 
S3 County Boroughs ior Period 193P-19‘S4 


i 

S 

% 


'o n 
w U 
S S 

'y' w 

^ ti 
u 


Over 
20% 
16-20% 
11-15% 
6-10% 
1-5% _ 

Less 

1% 

1-5% 

6 - 10 % 

11-15% 

16-20% 


II 


1 1 

1 

1 1 

4 


2 

1 

III 

S'o 54 % % 

10-20 11-16 fi-10 1-5 

Decre.ises 


Less 

1 % 


2 

3 

15 

5 


I 


1 

3 1 

1 

IV 

% % Vo % 

1-5 0-10 11-15 lB-20 

Increases 


CHANGES IN RATEABLE VALUES 


The complete list of distressed areas (excluding London) is 
given in the Appendix. As for the London area, each of the 
twenty-eight metropolitan boroughs and the County Council 
applied for assistance. The list includes, besides the county 
boroughs already discussed, eleven non-county boroughs and 
fourteen urban districts. Many of these are east coast towns 
and became distressed as a result of the evacuation, though war 
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damage was also a factor in some cases. Non-county boroughs 
like Dover together with six others from battered Kent County 
are included, as well as towns from East Suffolk, East Sussex 
and Essex counties and a scattering of urban districts from 
other counties. 

As already noted, these advances were to be given only when 
loss of rate income threatened “ essential ” services. What are 
" essential ” services? Evidently the central government did not 
attempt to probe into this qualitative question, but, judging 
from the inhabitants of Quadrant II, applied a rule of thumb. 
Basically this rule was the loss in productivity of a penny rate 
compared with 1939-40. But other circumstances were also 
considered, and so it was that Canterbury and Exeter (both rich 
Cathedral towns) and Bristol and South Shields were not given 
advances, though all four fall within Quadrant II. Or likewise 
Bath (anothec rich Cathedral town) and Barrow were excluded 
though they had rate increases of 25 and 20 per cent, respec- 
tively, with no increase in rateable value. 

It will be recalled that anticipated postwar adjustments 
ranked high among the objections that local authorities made 
of the Government’s distress plan. Discussion occasionally 
cropped up during the war years while the plan was in opera- 
tion as to how the grants could be cut off at the end of the war. 
Some proposed the cessation of industrial derating to increase 
the valuation loss on which rates could be levied; others 
believed the grants for loss of rate income should be merged 
with the block grant. The problem was met promptly by the 
Government after V-J day when it declared that advances would 
end in 1945. In -a few exceptional cases lump sum grants might 
be continued for an extended period based on local needs 
measured by (a) continuing loss of rate revenue, and (b) the 
rate level increasing if said aid were withdrawn.*'® The Govern- 
ment also announced in Commons that repayment of the con- 
troversial 25 per cent interest free loan would not be required 
with two exceptions; (l) if there is a deficit in revenues of 
public utility undertakings, or (2) if the expenditures were 
not strictly justified.®® Moreover, the bank overdrafts which 
local authorities were obliged to carry as a condition of an 
advance, would also be charged off, thus relieving distressed 

Local Goi/erninenl Chronicle, No. <$118 (November 7, 1945), p. 771. 

Parliamentary Debates, Vol. 415, p. 1217 (November 6, 1945). 
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local authoiiLies of a second liability— the Exchequer footing 
the bill. 

Summary 

To review properly the impact of the war on local govern- 
ment finance, a balance would have to be struck between added 
costs on the one hand and various economies enjoyed by local 
authorities as a drrect result of the war. Quantitative estimates 
of these costs vs. economies are not possible for the latter war 
years, since there is a lag of about four years in publishing a 
detailed breakdown of expenditure. However, a comparison 
may be made for these years: one in peacetime, 1938-39, the 
next, half in peace and half in war, 1939-40; and the third in 
wartime, 1940-41. 

Certain influences made for rising costs over the whole range 
of local services and cannot be distinguished individually. The 
level of general prices is the first and largest cause of rising 
costs. The White Paper on Education, for example, assumed a 
15 per cent increase over 1938-39 in deriving its estimates. The 
purchase tax and other national excises must be paid upon 
materials purchased by local authorities for necessary mainten- 
ance. Increased wages and allowances registered their effect 
on the administrative expenses of the local authorities. These 
price and wage increases will continue into the postwar period 
when such local services as street cleaning and lighting, roads 
and park maintenance, and upkeep of buildings are resumed. 
The fire services, which transferred to the Exchequer in 1941, 
will be returned to local management with a vested interest on a 
more costly scale of expenditure than prevailed in 1940-41. 
Such permanent increases will more than offset any savings 
from the discontinuance of war services. 

Retrenchments were as unpopular as ever even in wartime, 
or at least numerous excuses were contrived to justify opera- 
tions on the old scale. Local government associations urged that 
capital maintenance be kept up else the cumulative cost would 
be much larger. Police expenditures were as necessary in war 
as in peace, not to mention their role as a component in ARP 
activities. Health services were " pivotal if the working 
efficiency of the population is to be maintained.” Reductions 
in detail were acceptable but no general economies. Even 
education was spared for its influence "upon personal pro- 
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ductive efficiency and social well being is profound and too 
valuable to be lightly sacrificed.” Here again the cutting of 
frills was approved, but who could define a “ frill,” especially 
in education? 

In view of this reluctance to practice any substantial economy 
during the war it is a little surprising to find aggregate expendi- 
tures declining as much as they did. 


RATr.-BoirNr Exit, N on uiins of All Local Auxnournrs 
England and Walls” 

(Millions of Pounds) 


Major Decreases; 

1938-39 

1939-40 

1940-41 

Difference 

1938-41 

Highway and Buildings . . . 

. . . . £38.2 

£34 6 

£30.4 

£ 7.8 

Public Lighting 

5.7 

3.0 

1.5 

4.2 

Poor Relief 

32.7 

32 5 

28,3 

4 4 

Hospitals 

. . . . 17.9 

17.1 

15.9 

2.0 

Major Increases; 

Civil Defense 

1.7 

9.4 

11.3 

£18.4 

9.6 

Administration 

.... 13.4 

14.2 

14.8 

1 4 

Police 

12 6 

14.1 

14.5 

1.9 





£12,9 


This summary of major increases and decreases in local 
expenditures gives amounts which were met from rates plus 
block grant. That is to say, total expenditures for maintenance 
and loan charges, less specific grants and fees left the balances 
noted above. It is evident that tlie total rate-borne expenditure 
declined by £5.5 million between the last full peace year and 
the first full war year. That is a net reduction of 2 per cent. 
Even this small net saving can probably be traced to the Old 
Age and Widows Pension Act, 1940, for that caused a reduction 
in poor relief by transferring the cost of supplementary pensions 
to the Exchequer. It was intended that this would save local 
authorities £5 million annually, of which 20 per cent or £1 
million was deducted from the block grant pool each year. 
Finally, the transfer of fire brigades in 1941-42 would add only 
£750,000 to the savings, since local authorities were required 
to contribute 75 pet cent of their 1939-40 expenditures on fire 
protection to the central department. 

’’’‘Local Government Vinance, Vol. 44, No. 2 (February, 1S>40), p. 52. 

Municipal Yearbook, 1943, p. 31; 1944, p. 41; 1945, p. 27. 



Chapter VIII 


POST WAR RECONSTRUCTION AND LOCAL 
GOVERNMENT FINANCE 

Financial Considerations 

The war had not long been under way when articles on the 
postwar period and the role of local governments in the new 
era made their appearance in the several journals. As early 
as the middle of 194 1, when the recalculation of the block 
grant formula was postponed/ spirited debate was already in 
progress between the advocates of “ retrenchment ” on the one 
hand and " reconstruction ’’ on the other. Much of this pre- 
liminary discussion w'as prompted by the central government’s 
services in putting over the idea of " real resources,” or pro- 
ductive power in contrast to ” financial resources,” or money in 
the mobili 2 ation of a war economy. In general, those who 
desired some degree of reform, for example, reconstruction of 
old services and expansion into new areas of the social services, 
relied on the ” real resources ” argument. As proof that the 
nation could " afford it,” those who at the same time believed 
in retrenchment and a severing of the central-local cords — 
grown so strong during the war — stressed the financial prob- 
lems that would plague the country directly after the war. 

To the former group, " finance ” was a mere " camp fol- 
lower ” which did not provide the means of making war but 
rather distributed the burden of sacrifice among the civilians. 
They carried the analogy of real goods straight into the local 
government problems, and took a rather optimistic view of 
the productive resources after the war. The resources were 
twofold; labor and equipment. Much skilled labor was in the 
armed services, but it would eventually be back and on the job 
to enhance national productivity in peace time; the equipment 
available had been partly destroyed, as a result of air raids, 
but on balance there had been a great increase. It was easy 
to conclude, therefore, that productive resources had not been 
reduced by war I 

Local Government Finance, Vol. 45, No. 12 (December, 1941), p. 33. 
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That embarrassing “ camp follower ” — the financial side of 
the real resources — ^was lightly regarded, for, " If money can 
be found for war, it can — a fortiori — be found for peace.” 

Now that the war is actually over and Great Britain emerges 
in a precarious condition, the heavy wartime obsolescence, as 
well as deterioration of plant and equipment due to deferred 
maintenance, requires a more sober view of the ” real re- 
sources,” at least for the immediate future. Great Britain is 
poorer on several counts than before the war whether measured 
in real or financial terms: (1) the loss of productive labor, 
not so much in actual manpower, as in the problems of re- 
absorption and a changeover to peace production; (2) the loss 
of capital assets, whether it be buildings, machinery, stocks or 
ships; (3) the loss of real income from overseas investments 
liquidated during the war which represented Britain’s reserve 
capacity to acquire foreign goods; (d) a vast increase in the 
internal debt to say nothing of commitments to the dominions, 
the colonies, and the United States. As an inevitable con- 
sequence of these conditions, a given tax yield would result 
in heavier burdens; this burden would be especially felt if 
considerable time must elapse before national income — in con- 
sumer goods and services — approximates pre-war levels to say 
nothing of catching up to the proportionate expenditures which 
already are well beyond such levels. Indeed if the physical 
resources are not adequate to do everything at once no financial 
contrivance can make them do so.® The wartime revolt against 
purely financial limitations has been stretched too far and is 
based on optimistic views of the nature and weight of postwar 
taxation. 

It might be asked, how relevant is the " real resource ” 
approach in discussions of local government finance? It is 
one thing for a central government to drain off a portion of 
the national income through national direct taxation both of 
individuals and corporations; it is quite another matter to pro- 
pose that local government should — through raising the pound- 
age on its regressive base of rateable value — also drain off 
increasing proportions of the same national income. Time- 
honored local methods of taxation were not designed to reach 
the surplus elements of the total income. At the national level, 

^The Economist , April 22, 1944. 
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the Exchequer can follow the old adage " see a head, hit it” 
when it comes to tailoring its tax program to the distribution 
of national income. Regardless of how it is distributed region- 
ally over the country, or among income receivers, national tax- 
ation can search it out. A rising national income is of no avail 
to a particular local government if the increment is distributed 
among the residents of another region, or just across the 
boundary. The only way in which local governments generally 
might tap new additions to national income would be centrally 
collected, locally shared taxes, that is, in effect, larger grants 
from the Exchequer. Yet the very groups which point to the 
expansion of real resources as justifying large expansion and 
" reconstruction ” in local services are the same ones that pro- 
test most loudly against the increasing dependence (with its 
accompanying supervisions) upon central authorities. 

Thus finance is something more than a mere camp follower 
so far as the local governments are coircerned. As Hawtrey 
points out, in one division of tliis finance vs. real resources 
problem,^ finance is the shadow of economic reality; the revenue 
expenditure process is likewise a silhouette of the economic 
facts and the tax contribution is the shadow of the burden on 
the individual ratepayer. Rates and other taxes are still a 
" loss ” to the taxpayer no matter how wisely spent for the 
benefit of someone else. 

The postwar reconstructionists were fond of citing the 
anomaly of “ Bomber Sales ” during the war, to illustrate the 
basic importance of productive power over financial considera- 
tions. Thus the sale of bonds to buy a bomber did not of itself 
shift a single worker or machine into the production of bombers. 
Had more bombers been needed the Government would have 
diverted productive power into the field regardless of loans. 
Yet, it must be noted, the sale of bonds did have a function; it 
prevented the economic and social strain which the diversion of 
resources would otherwise have imposed on the country. Thus 
it can be said the financial side is at least a partner in the 
mobilization of labor, machines, and materials. Postwar de- 
mands upon the national income will be substantial for such 
items as war debt and pensions, armaments, reconstruction and 

‘Local Government Finance, Vol. 45. No. 7 (July, 1941), p. 189. 

9 
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social services. Reconstruction may refer to the repair of war 
damage (for example, housing), deferred maintenance, or to 
renew, improve and extend material equipment, most of which 
are in the nature of capital charges. Social services, on the other 
hand, represent recurring charges, and as they increase in 
magnitude, the costs will soon be felt by moderate income and 
wage-earning groups. To note Hawtrey again: " Social services 
become less an expedient for distributing the superfluity of the 
rich to meet the exigencies of the poor, and more a method of 
redistributing the resources of the mass of the people themselves 
in such a way as to meet the greater needs.” * This being so, 
more services are placed on a contributory basis such as health 
insurance, unemployment insurance, widow and orphan pen- 
sions and contributory old age pensions. The widening of the 
financial base for these services suggests that a limit has been 
reached in draining the pool of profits or other surplus elements 
in the national income. 

In the " real resources ” argument, the implications for larger 
grants and corresponding expansion in the area of central 
control is recognized by some local government groups. They 
then raise the fundamental and perhaps unanswerable question: 
what proportion of national income should the state appropriate 
in the postwar period ? ° Their answer is based on two con- 
siderations: political and economic. On the political side it 
is believed the higher the proportion of national income de- 
voted to the public seiwice the greater the diminution of indi- 
vidual freedom. It is not a question then of what the country 
vis-a-vis local governments can afford, but rather what is it 
desirable that it should afford. The economic phase turns, of 
course, on the level of national income so that taxation may 
be borne with reasonable tolerance. 

Attention may be directed at this point to the net national 
income (excluding transfer payments) just before and during 
the war years, together with the percentage expended on goods 
and services by all public authorities, both central and local: “ 

* Ibid., p. 190. 

^ Local Government Finance, Vol. 48, No. 6 (June, 1944), p. 105. 

" An Analysis of the Sources of War Finance and Estimates of the National 
Income and Expenditure in the Years 1938 to 1944, Ctiid. 6623, p. 16. (Here- 
after cited as Cmd. 6623.) 
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1938 1939 1940 1941 1942 1943 1944 

(Millions of Pounds) 

Net National Income .... 4,619 4,970 5,913 6,877 7,554 8,079 8,334 

Expended by central and 

local authorities 903 1,306 2,945 3,984 4,343 4,913 4,944 

Percentage 20% 26% 50% 58% 57% 61% 59% 


With expenditures at such levels and with large postwar finan- 
cial problems looming up, for example, paying for enlarged 
imposts without the old overseas credits, debt service, etc., the 
local authorities may well wonder where the “money” is 
coming from.^ In the first place, with high level national tax- 
ation, the Exchequer will be hesitant about increasing financial 
aid to local governments. New attempts may be made to limit 
the old percentage type grants in favor of the fixed grant, such 
as the block device purported to do in 1929. In the second 
place, since rates and national taxes (direct or indirect) come 
from the same pockets, people already burdened with high 
national levies will be reluctant to accept any rise in rates. 
Finally, with tax rates so much higher, there is a greater need 
for an equitable basis. An old tax becomes a ” new ” tax when 
it increases above some point; the regressive character of rates, 
for example, increases with the level; and since the lower- 
income groups are now reached by the income tax, they will 
reinforce the opposition to rate increases which formerly orig- 
inated from commercial and industrial sources. 

Hhe Economisl: neatly summed up the problems when it said: 

It is easy for an economist to show that in real terms reconstruction 
and social reform can be afforded by the nation. But with the present 
distribution of money costs between rates and taxes, and the inequitable 
and inefficient character of the rating system, it is equally easy for rate 
payers to prove that — whatever the nation as a whole may be able to 
afford, no individual local authority can stand more than a limited 
increase in the present level of rates.” 

As a result, every social reform — and practically all are 
administered locally — would be viewed, not on its merits, but 
by its effect on local rates. This being so, the only solution is 
a redistribution of burden between central and local funds, 
which is easier to do by transferring the functions rather than 


''Local Government Finance, Vol. 45, No. 12 (December, 1941), p. 337. 
” The Economist, January 1, 1944, p, 10. 
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the financial i-esponsibility per se. Such structural changes have 
been going on for years, especially since the decade of the 
1920’s.‘’ First, the ancient poor-law system was remodeled. The 
old methods of local responsibility offered no solution in cases 
of severe localized unemployment, hence the Local Government 
Act of 1920 was passed. The process of redistributing the poor 
relief function was accelerated in the Unemployment Act, 1934, 
and again in the Old Age Pensions Act, 1940. The Beveridge 
plan proposes still further changes in poor relief responsibility. 
Second, functions were shifted from smaller and less able 
local authorities to larger units possessing a wider tax base. 
Thus police and education went to tire county, as well as certain 
highway functions formerly entrusted to the lesser authorities. 
Third, the outright transfer of services to the state appears as 
a relatively new departure in the middle thirties. Where some 
problem definitely outgrows county boundaries, the central 
government in the absence of regional areas is the only remain- 
ing authority able to absorb the function. Thus in a few years’ 
time, unemployment relief for the able-bodied, old age pen- 
sions, trunk roads and the administration of the fire services 
were assumed by the appropriate central department. The war 
gave impetus to the idea that local authorities should act as 
agents for the central government; perhaps the movement 
might be continued in peacetime in the proposed expansion of 
social services. Local governments have usually been judged 
on the basis of financial ability, and services would be removed 
when they were no longer able to maintain them. Perhaps the 
local units might be utilized for their administrative ability, as 
in the case of the NFS, where they were simply agents of the 
central department. Such a status would naturally be resisted 
by the local authorities which have jealously guarded their 
prerogatives through the centralizing pressures of the war years. 

Fourth, and last, is the continued expansion of state aid by 
relating it to need (per formula 1929) rather than expenditure 
(as in the per cent grants) . This perennial willingness to shift 
the burden from ratepayers to taxpayers does not however, offer 
an ultimate solution. Moreover the general increase in rate 
levels has been small compared to the increase in national tax- 


^ Local Government Finance, Vol. 45, No. 8 (August, 1941), p. 227. 
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ation during the war. While the latter are apt to continue fairly 
high for years to come, the relative loads borne by national 
taxation and local rates, in the aggregate, may be discerned 
from the breakdown by type of tax: 


(Millions of Pounds) 


Total Private 

Diiect Taxes 

Indirect Taxes 

Rates 

Total 


Income ' 

Amt. 

% 

Amt. 

% 

Amt. 

% 

Amt. 

% 

1938 

£5063 

£ 568 

11.2 

£354 

6.9 

£211 

4.1 

£1133 

22 

1939 

5411 

714 

13.1 

391 

7.2 

222 

4 1 

1327 

25 

1940 

6359 

1071 

16.8 

462 

7.2 

228 

3.5 

1761 

28 

1941 

7355 

1558 

21.1 

631 

8.5 

225 

3.0 

2414 

33 

1942 

8050 

1865 

23.1 

734 

9.1 

225 

2.7 

2824 

35 

1943 

8664 

2059 

23.7 

812 

9.3 

224 

2,5 

3095 

36 

1944 

9018 

2206 

24.4 

790 

8.7 

226 

2.5 

3222 

36 


■I- National Income plus tiansfer payments. 


Thus national taxation (both direct and indirect) took 18 per 
cent of the total private income in 1938 and 33 per cent in 1944. 
The total income from rates was remarkably stable through 
the war years, The drastic effect of direct national taxation 
(income and surtax only) may be observed in the following 
distribution of income, after tax for the pre-war year 1938-39 
and the war year 1942-43 : 

Range of Income after Tax Number of Individuals 


£ 

1938-39 

1942-43 

150-250 

4,500,000 

7,000,000 

250-500 

1,820.000 

5,300.000 

500-1,000 

450,000 

550.000 

1,000-2,000 

155,000 

117,000 

2,000-4,000 

56,000 

31,750 

4,000-6,000 

12,000 

1,170 

6,000 and over 

7,000 

80 

Total 

7,000,000 

13,000,000 


With national taxes at such levels, and individual incomes 
so sharply reduced, it is difficult to see where there is much 
margin left for enlarged grant-in-aid from the Exchequer. 
While official estimates of the Exchequer’s postwar commit- 
ments are not yet available, it is probable that a high level of 
national expenditure will continue for the military, housing and 
reconstruction, debt charges, and so on. 


'Cmd. 6625, p. 29. 


'Cmd. No. 6625, p. 51. 



134 British Block Grants and Central-Local Binance 


Plans For Reconstruction; I. Government 

It is interesting to note that the various plans submitted by 
the local government associations as well as the White Paper 
recently prepared by the Government concern themselves with 
almost the identical problems of earlier periods. In 1888, as 
already noted, the “ Goschen System ” reformed the structure 
and finance of local authorities. Again in 1929 the basic 
" reform ” was in consolidating local areas, rearranging their 
boundaries, and reconstructing their finances. Now in 1945 the 
inevitable pressure of expanding services, accelerated by war- 
time burdens, has again resurrected the familiar dilemma: 
inadequate resources within a single area to carry out the 
standard of services expected. But the latest emergence of the 
old problems into the Parliamentary spotlight carries a new 
threat to alarm the local authorities, namely, the possible exten- 
sion of regionalism on a permanent peacetime basis. 

Regionalism 

Regionalism is hardly a new " threat.” The first movement 
started after the first world war when experiences through that 
period pointed to a possible reorganization of local government 
for the anticipated expansion of civic and economic services. 
The principle was anathema to all local authorities and noth- 
ing came of it. A partial application was made by the Ministry 
of Health, the Ministry of Labor, and the Ministry of Transport 
in setting up regional divisions staffed with central department 
personnel; but this was more to decentralize certain services 
than to erect another tier of authority between local govern- 
ments and the central department. Royal Commissions, as in 
the investigation of ” Local Government in the Tyneside Area,” 
recommended the reclassification of services into " regional " 
and “ local ” with a new authority to be erected for the whole 
Tyneside area. No results came of this or similar proposals 
by other Royal Commissions.^" 

The device of Joint Boards was used in lieu of regional 
organization to meet the requirements of particular services 
which cut across local boundaries, for example, water supply, 
hospitals, electricity and gas, transportation, and so on. Such 

Distiibution of Industrial Population 1940. 
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boards are subject to criticisms on several points: (1) they are 
not elective; (2) they must rely on precepts upon rating authori- 
ties in the area for revenues; (3) they divorce the planning 
function from executive authority which will eventually imple- 
ment the plan. Notwithstanding these points, Joint Boards are 
widely used and in the year ending November 31, 1937 (last 
published date), the boards existed for about fourteen different 
services with expenditures of around £17 million. 

The greatest impetus to regionalism came, of course, during 
World War II when twelve civil defense regions were estab- 
lished to expedite such wartime activities as ARP and NFS. 
While local government associations steadfastly opposed any 
carry-over of the regional system into the postwar era, other- 
groups as strongly espoused it. The Economist, for example, 
urged some form of regionalism as a solution to the old weak- 
ness of local governments where (l) quality of services and 
costs of administration varied widely between local areas, and 
(2) variations in rates and absence of uniformity in assess- 
ments created wide discrepancies in the burdens borne by rate- 
payers.’-* Thus on the grounds of efficiency in services where 
existing areas are too small and to provide additional revenue 
by proposing an income tax within a region, a regional plan 
appeared as a possible solution of some merit. 

The opposite view laid the eiTiphasis on the need for local 
governments as a school for democratic control, a criterion 
which is probably of equal importance with straight efficiency. 
Some of the regional success during the war was undoubtedly 
because, " the whole power of state finance has been placed 
behind the organization (NFS) and there is no cheese paring 
in regard to proper development.” When the resources of 
the Exchequer are withdrawn from unlimited support of such 
regional functions, and the burden again falls on the rates, the 
cost of this new tier of government inserted between local 
authorities and central departments may compel considerable 
" cheese paring.” Since local governments demonstrated their 
adaptability during the war stresses, why indeed should the 

Local Co-vernment Financial StatisUcs England and Wales, 1936-37, Ft. Ill, 
p. 74. 

Economist, June 13, 1942, p. 8l6. 

Local Government Service, Vol. 23, No. 3 (March, 1944), p, 43. 



136 British Block Grants and Central-Local Finance 


country turn to ad hoc regional bodies or, " untried units pos- 
sessing logical and uniform executive powers but without func- 
tional experience in the tradition of local government.” The 
financial argument that regions would enable new sources of 
revenue to be developed, such as income tax, was countered by 
showing that ” county rates are more or less common to all the 
local authorities in the county administrative area,” plus flat 
charges for sewerage, highways, and other services. As for new 
revenue schemes involving direct taxes, it was pointed out that 
( 1 ) yields would depend on the volume of employment and 
price and wage levels; (2) the schemes would have to mesh 
with the national system, and (3) the effect must be judged 
by the over-all view of tax burden including rates and income 
taxes. 

Therefore, in lieu of regionalism, the local associations pro- 
posed the transfer of additional functions to County Councils 
and county boroughs. This system would provide comparative 
uniformity of service and rate burden and effective administra- 
tion especially when supplemented by joint boards to cover 
inter-county affairs, 

The latter views have apparently prevailed, for in its White 
Paper on Reconstruction the Government denied any intention 
of maintaining regions in peacetime. " It can be stated defi- 
nitely that it is no part of the Government’s policy in dealing 
with postwar reconstruction to perpetuate the system of Re- 
gional Commissioners.” ” The wartime regional experience 
did not alter the basic system of local government. Such re- 
gions were not intended to centralize local functions but rather 
to decentralize the Government departments (in respect to war 
services) which would have been necessary had communica- 
tions been disrupted by an invasion force. 

Nationalization of Services 

Another source of apprehension to local authorities was the 
thought that more and more services would be transferred out 
of local hands into central departments. As the White Paper 
on Reconstruction pointed out, only two permanent transfers 

Ibid., p. 43. 

Local Govc-tnment in England md Wales during the Period of Peconsiruc- 
tion, January, 1945, Cmd. 6579, p. 5. (Hereafter cited as Cmd. 6379.) 
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were made in the previous decade; (a) the support o£ able- 
bodied unemployed was given to the Assistance Board by the 
Unemployment Act, 1934, and (b) supplemental support for 
the aged and widows was also placed in that Board by the Old 
Age and Widows Pension Act, 1940. The only other transfers 
involved the national veterinary service, the National Agricul- 
tural Advisory Service, and certain aspects of milk production 
control, all achieved by three rather minor agricultural acts. 
Finally, under the Trunk Roads Act, 1936, a small mileage of 
county roads was placed under the Ministry of Transport. 

The Government did not deny that further transfer might be 
considered in the case of trunk roads and social insurance, 
especially the assistance features as outlined in Cmd. 6550. 
Local associations can relax somewhat in the commitment that, 
" the Government are opposed to any general policy of cen- 
tralizing services hitherto regarded as essentially local.” To 
what extent the new Labor Government will modify this policy 
is problematical and necessarily lies outside the immediate scope 
of this investigation. 

Finance 

The White Paper suggests two main reasons for the financial 
burdens which the local authorities may expect in the recon- 
struction period.^"' The first is the higher cost of prewar ser- 
vices due to a higher price level affecting wages, salaries, 
maintenance costs, and so on. But the money incomes of 
ratepayers are also increased by this general rise in prices; so 
the inference is that no net increase in over-all burden will 
result. The second cause of higher cost is the addition of new 
services or the wide expansion of old services contemplated in 
education, housing, and health. Here again, the cost will de- 
pend on the price level and the rate at whicli these ” reforms ” 
are introduced. Nonetheless, the increase will be substantial 
as may be seen below. 

Total Local Expenditures 
(Millions of Pounds) 

Immediate 

Pre-war Postwar Eventual 


Education £93.8 £129 £203 

Health 41.0 92 


p. 5. 


“ Ibid., p. 7. 
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Remembering that these estimates are based on assumed price 
levels, the net burden will be a staggering one if left to local 
authorities alone. 

The Government then proposed to mitigate this burden in 
three ways: (1) by increasing the direct grants on specific ser- 
vices; (2) by continuing the block grant with periodic revisions 
upward, and (3) by assuming the full cost of some services 
previously borne by the local authorities. Thus the proposed 
expansion in grants on education and health would be as 
follows : 

Total Grants 
(Millions of Pounds) 

Prewar Postwar 


Education £45.0 £71 

Health .5 44 


But this still leaves a sizable additional load on the local 
authority rate base, the consequences of which will be noted 
below.“° 

The continuance of the block grant is again only a partial 
solution. As it operates now, the total block grant must equal 
221/2 per cent of the total expenditure of all local authorities 
met out of rates. As usual, tlie exact amount is calculated once 
every five years, using rate-borne expenditures in the penulti- 
mate year of the previous grant period as the base. Thus when 
a percentage grant, say 50 per cent, is made for a specific ser- 
vice, for example, education or health, that portion falls on the 
Exchequer and the remaining 50 per cent on the local rates. 
But in the next review period, the Exchequer — through the 
block grant — also pays 221/2 per cent of this portion falling on 
rates. Thus the central government actually assumes 61.25 
per cent of the cost of the new service. The Government also 
points out that Parliament can modify tlae total amount of the 
block grant, as well as the formula distributing it, should the 
reconstruction costs prove too formidable for the local authori- 
ties to carry. As early as October, 1944, the War Government 
then in power promised to continue the distribution of the block 
grant with the usual bias in favor of poorer local authorities 
and agreed to a general overhaul of the formula in the postwar 
period when the necessary data became available.'^ 

Below, p. 164. 

^^Parliamentary Debates, VoL 403, p. 752 (October 3, 1944). 
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Special problems would continue despite this three-way attack 
on the reconstruction situation. These are, first, local authori- 
ties whose finances have been disrupted by the war; second, 
other areas where war damage raises questions of restoration and 
town and country planning; and third, the perennial problems 
of poor areas. On the latter point, the block grant does have 
an equalizing effect; but no single panacea can be evolved to 
meet the diversity of conditions, for, example, shifts in industry, 
which makes for poor or " distressed ” areas. The solution 
lies, in part, in spreading the costs of certain services over wider 
areas by some amalgamation of local units, and in part, by 
revision of the block grant formula to give a larger proportion 
of the money to such local authorities. 

Aside from these problem cases, two bequeathed by the war 
government and one of old standing, the Government’s plan 
fits in the familiar pattern of prewar central-local relations and 
concludes, somewhat optimistically: " The existing machinery 
can thus be adapted without any fundamental changes to meet 
the problems arising from the expansion of locally administered 
services.” This conclusion is reinforced, first, by the local 
associations’ firm position against any disruption of the present 
system; and second, by the fact that any full-dress inquiry 
would take years, meanwhile holding up the Government’s 
basic program in housing, education, and health. The local 
associations felt that no steps should be taken to “ revolu- 
tionize ” local government until the credit and financial system 
was adjusted to the postwar burden, or the town and country 
plans were carried out. But by that time such drastic reforms 
as regionalism, nationalization, etc., would not be necessary. 
After some financial reforms and boundary revisions, the com- 
munity machine would remain as the administrative unit, which 
has shown mucli originality and adaptability in’ wartime. It 
would again be established as the economic entity with enough 
resources and " positive support ” to undertake the needed 
services,"® 


'Cmd. 6579. p. 8, 

'Local Government Finance, Vol. 46, No. 6 (June, 1942), p, 117 , 
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Plans For Reconstruction: II. Local Authorities 

Prior to the issuance o£ the White Paper outlined in the pre- 
ceding section, the several local government associations had 
been busily engaged in formulating their plans and outlines 
for the eventual postwar reconstruction. As early as the spring 
of 1942 the Association of Municipal Corporations set forth 
its survey and recommendations,^'* and in July, 1943, they joined 
forces with the County Council Association to combat “ the 
drastic changes made and sought to be made by the Govern- 
ment in the local government services.” Since their criti- 
cisims of the ad hoc central-local program set up under war- 
time conditions were fairly representative of local government 
generally, some attention may be given them at this point. 

In the first place, from their point of view, the Government 
was starting from the wrong end in redistributing local services 
without first settling on the best units to handle them. Each 
central department seemed to make plans irrespective of other 
departments. Thus the Ministry of Health promulgated a Na- 
tional Health Service while the Board of Education (now the 
Ministry of Education) set up extensive reforms in its field. 
Such isolated programs, each sufficient unto itself, might lead 
to different areas being prescribed for each of the major ser- 
vices or might compel the fitting of one service, for example, 
education, into an area selected according to the needs of 
another service, as health. The second principal criticism was 
directed at the ” encroachments ” by the central government 
upon time-honored local services. With fire brigades and the 
veterinary services already taken over and the local functions 
with respect to milk production, agricultural education and 
Class I Roads being viewed covetously by the respective central 
departments, the next step would be the health services, ” so- 
cial security,” and local undertakings. The associations spoke 
out strongly against this “ series of piecemeal attacks upon a 
system which is the envy and admiration of other countries.” 

It must be noted, however, that the local associations were 
partly responsible for these " attacks.” Whenever the Govern- 

Municipal Journal, May, 1942. 

^Municipal Yearbook, 1944, p. 448. 

Local Government Service, Vol. 22, No. 21 (September, 1943), p. 449. 
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ment invited the associations to submit proposals, each would 
inevitably tender a plan designed to meet its own best interests, 
and more or less disregard the others. Thus the Association of 
Municipal Corporations urged a reconstructive plan revolving 
around large county boroughs ; the County Council Association 
in its turn advised more powerful County Councils, while the 
Non-County Borough Association, the Urban District Council 
Association, and the Rural District Council Association objected 
to both plans lest they be liquidated as responsible units of local 
government. On the other hand, the National Association of 
Local Government Officers (NALGO) cuts across these lines, 
for its members come from all levels of local government. 
Consequently the proposals of this latter association may be 
taken as more objective and representative of local government 
as a whole. Finally, the recent political changes in Great 
Britain with the ascendancy of the Labor Government give 
special significance to the published proposals of the Labor 
Party in 1943 on the question of local government reform. 

To survey the respective schemes of all these local associa- 
tions would be needlessly repetitious. With the exception of 
the district councils, they fall into a pattern with varying points 
of emphasis according to the type of local government repre- 
sented. It will suffice for the present purposes to combine the 
plans into their composite patterns with more attention being 
given to the NALGO and Labor Party programs.^'' 

The principal defects of the local government system, circa 
1945, as enumerated by the local associations, are not unlike 
the list propounded in 1888 and again in 1929 at which times 
specific overhauls were made.^® First and foremost is the great 
proportion of small authorities with inadequate populations and 
financial resources for the standard of services attempted. This 

The seveial plans may be noted as follows; 

a. Association of Munitjpal Corporations, Municipal Journal, May, 

1942 ; also Local Government Finance, Vol, 46, No. 9 (September, 
1942), p, 164. 

b. National Association of Local Government Officers, Local Govern- 

ment Service, Vol, 22, No. 14 (February, 1943), pp. 287-294; also 
Municipal Yearbook, 1944, p, 449. 

c. Labor Party Proposals, Municipal Yearbook, 1944, p. 450. 

d. Rural District Council Association, Municipal Yearbook, 1944, p. 431, 
Local Government Service, Vol. 22, No. 14 (February, 1943), pp. 287-294. 
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is evidently a perennial defect and the reforms of 1888 and 
1929 were simply palliatives which in turn collapsed under the 
ever-growing weight of expanding services. The second defect 
is the overlapping and duplicating of services as a result of 
dividing local functions among authorities in the administrative 
county. Unsuitable administrative boundaries, public apathy, 
and scant means of cooperation between these local authorities 
are only partially offset by the device of joint boards. The 
third principal defect in the eyes of the local associations is the 
unequal standard of services. Not only do these differences 
exist between rich and poor areas, or urban and rural, but within 
a single unit, such as the county, there are wide variations. 
Despite large percentage grants from the Exchequer, and the 
moderately equalizing effect of the block grant, there is an 
inevitable range in the standards which can be maintained. The 
policy hitherto has been to preserve local boundaries and im- 
pose some degree of equalization from the top by means of 
grants. As the new proposals will indicate, the emphasis is to 
be shifted so that equalization will emerge from below by com- 
bining rich and poor, urban and rural, areas into single authori- 
ties, Thus the financially stronger units will be compelled to 
lock step with their weaker neighbors and carry some of the 
load instead of leaving equalization up to the Exchequer. To a 
certain extent this may result in leveling down the standard of 
services which seems to be consistent with the present central 
policy of " bread for all before cake for some ” in matters of 
local government services. 

These defects appear most sharply in the cases of the smaller 
authorities as a direct result of their diminutive size and re- 
sources. Consequently the first phase of reconstruction pro- 
vides for a drastic reduction in the number and types of local 
units. Boundary commissions will be set up to survey the local 
needs and resources and to establish an optimum size. In a 
sense this is a logical continuation of the Local Government 
acts of 1929 and of 1933, especially the latter, where a perma- 
nent review procedure by a Boundary Commission was set up. 
But insofar as new and sharper criteria are to be employed, 
substantial consolidations of urban and rural districts might 
result. 

The second proposal of the local associations is to set up a 
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single all-purpose authority to end the perennial problem of 
" too many and too small.” Tins would provide one authority 
in one area with a combination of town and country and sufli- 
cient resources to enable some ovei-all standard of service. The 
Labor Party would set up about 40 ” major authorities ” more 
or less along the lines of the present counties. These have 
sometimes been called " regional authorities,” but, in view of 
the distaste for anything regional on the part of local authori- 
ties, the word ” major ” was substituted. These major authori- 
ties would carry on most of the grant-aided services now scat- 
tered among the various units, especially health and education, 
in order to achieve unity of administration, sufficient resources, 
and adequate school population. The next echelon below these 
governments would be the " area authority,” about three hun- 
dred in number with the primary function of administering 
purely local duties and other powers delegated by the major 
authority. The optimum size of these area authorities would 
be set with a view to population, rateable value, administrative 
convenience, and the proportion of town and country. Thus 
many of the small urban and rural districts would be amalga- 
mated, using the existing 83 county boroughs and the larger 
urban and rural districts as nuclei. To insure maintenance of 
standards, the major authority would have powers of default 
over area authorities within its jurisdiction; likewise the Minis- 
try of Plealth would have similar powers to act whenever the 
major authority was lax in its performance. On the financial 
side, these major and area authorities would have enough re- 
sources to provide the revenue needed aside from existing 
grants. The major authority would do the actual assessing of 
rates while area authorities using this assessment would be 
responsible for the levy and collection of rates to meet their 
own expenditures. The system of precepting would be re- 
tained so the major unit might levy a uniform precept upon 
the areas if its rate income was not enough to cover expendi- 
tures after grants. Since the major unit would perform most of 
tire grant-aided services, the rate relief (or burden) would be 
spread uniformly among the areas. Capital expenditures would 
be closely controlled and access to the capital market would be 
restricted to the major authority. Area authorities must submit 
their requirements to the major authorities and in effect would 
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borrow from that unit. The major authority, in turn, must 
submit its capital requirements (including that of its areas) to 
the central department for approval. It will then be authorized 
to borrow in the market under regulated rates, or in other cases, 
the Treasury may supply the capital funds and do the borrow- 
ing itself. Since the Labor Party also proposes that local trad- 
ing establishments be publicly owned in some national scheme, 
whatever capital is required will more likely be for such projects 
as housing, health, education, etc. 

In summary, the Labor plan for local government reforms 
attempts to deal with an acknowledged defect of local govern- 
ment — too many and too small. It disposes of some twelve 
hundred joint bodies designed to overcome the disadvantages 
of narrow administrative areas; it pools resources and thereby 
makes for more uniform services; it absorbs town and country 
into one unit, thus disposing of the old distinction; and estab- 
lishes a balance between industrial, agricultural, commercial 
and residential areas within eacli local unit. The enlarged 
authority also meets the problem of population shifting from 
rural to urban areas. This should eliminate or at least reduce 
the present conflicts between County Councils and county 
boroughs where the latter desire to annex a suburban area 
which reduces the rateable value under the county’s jurisdiction. 

The plan proposed by the National Association of Local Gov- 
ernment Officers (NALGO) may also be reviewed, first, be- 
cause their proposals are not colored by the vested interests of 
any particular level of local government, and second, because 
of the strong similarity to the Labor Party program.^" On the 
other hand, NALGO has restricted itself to the administrative 
structure of post-war local government and has little to offer 
on the specific details of the financial organization. It differs 
slightly from the Labor program in choosing to draw its local 
boundaries on the basis of population, which NALGO believes 
to be more significant than amounts of rateable value — ^perhaps 
thereby revealing its bias as an association of administrators 
rather than one of finance officers. The single all-purpose 
authority is also the basic unit in NALGO's plan. Since the 
Association of Municipal Corporations builds its plan around 
a similar feature, concurred in by the County Councils Asso- 

I hid ., pp. 287-294. 
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ciation, it may be concluded that the majority favor this innova- 
tion in remodeling the existing structure. As will be noted 
presently, however, the non-county boroughs and districts are 
loud in their protests. 

NALGO proposes to divide England and Wales into a num- 
ber of directly elected all-purpose authorities with populations 
ranging from 100,000 to 500,000. Exceptions would be con- 
sidered in the cases of existing county boroughs of large size 
and in sparsely settled rural areas. 

In order to observe the drastic effects that the NALGO or 
Labor Party proposals would have on the size and numbers of 
local authorities, the following summary may be noted. 


Number of Local Governments in England and Wales by Population 
AND Rateable Values Measured by Penny Rate 
(London County Council and Metropolitan Boroughs Excluded) 



61 

83 

309 

572 

475 





Non- 




Populntion 


Couiitv 

Couiily 

Uiban 

Riivnl 


(000) 

Counties 

BonuiKhsi 

llorouKlia 

D]3tiiot.s 

niHlricls 

O'olal 

100-500 

48 

44 

11 

2 


105 

20-100 

11 

39 

152 

112 

117 

431 

10-20 

2 


51 

159 

209 

421 

Under 10 

Product of 



95 

299 

149 

543 

Penny Rate 

Over £2,800 

41 

46 

25 

3 


115 

£2,000-2,800 

(5 

14 

19 

5 


44 

£1.200-2,000 

4 

20 

36 

14 

4 

78 

Under £1,200 

10 

3 

229 

550 

471 

1263 


Thus there would be about 105 all-purpose local governments 
with a population of 100,000-500,000 in contrast with the 
Labor proposal of about 40 major authorities. The latter esti- 
mate might be stretched to 48 to include all counties in this 
top population bracket. Nonetheless it is evident that the 
NALGO plan is less drastic in providing for twice as many top- 
side authorities as the Labor program would have. 

Where the all-purpose authority is largely urban it would be 
administered as one unit. But where it is mainly rural, the top 
authority would be subdivided into lesser units and the urban 
and rural districts regrouped accordingly. Where a sub-unit 
contains 20,000 to 100,000 population, it would have its own 

Ibid., p. 288. 

10 
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elected council and carry out the purely local functions dele- 
gated to it by the all-purpose authority which retaiirs ultimate 
control. In this matter of delegation and ultimate control the 
two plans are alike and it is the point that arouses the strongest 
protest from the county districts. While being subject to the 
control of the all-purpose authority on matters of staff, expendi- 
tures on the delegated duties, and the maintenance of certain 
standards, the sub-units (20,000 to 100,000 population) are 
otherwise free to exercise their prerogatives, They can provide 
standards higher than those set by the all-purpose authority as 
minimums and can levy additional rates to support such 
services. 

It will be noted from the table above that there are approxi- 
mately 430 local governments with populations between 20,000 
and 100,000. These 430 authorities might be constituted “ sub- 
units ” with their own elected councils under the NALGO plan. 
This number may be contrasted with the figure of 300 “ area 
authorities ” which constitute the second echelon of local gov- 
ernment under the Labor plan. It so happens that thei’e are 
about 308 local authorities between 30,000 and 1 00,000 popu- 
lation; thus the Labor plan envisages local authority for those 
areas above 30,000 while the NALGO plan would lower this 
to 20,000. 

In cases where a sub-unit has less than 20,000 population, 
the NALGO plan would permit an elected district council to 
act as a " District Committee ” in administering those services 
delegated to it by the all-purpose authority. But local autonomy 
at this level would be sharply restricted ; the district committee 
would be virtually an agent of the all-purpose authority. Since 
there are about 960 local governments with less than 20,000 
population the drastic nature of the plan is evident.®^ In 
extenuation of such action, attention must be drawn to the 
financial resources of these small local authorities as measured 
by the product of a penny rate given in the aforementioned 
table. NALGO estimates that a penny rate producing , Cl, 200 

C/, the Economist, May 6, 1944, p. 598, for the parallel proposal of the 
Liberal National Committee. They would establish a boundary commission and 
consoIid,ate all small authorities so the minitnum population in any area would 
be 10,000. As the table indicates, this would eliminate about 543 local 
governments. 
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is about the minimum amount of resoiu'ces that a local govern- 
ment needs for adequate services, apart from large grants. It 
will be noted that almost all rural districts and 71 per cent of 
the populous non-county boroughs fall below this arbitrary 
norm. One adjustment can be made for a "twilight zone ’’ to 
include those local authorities with rateable values ranging 
from £100,000 to £300,000 which means a penny product from 
£400 to £1,200. Fully 350 local authorities (including 10 
counties and 3 county boroughs) fall into this marginal cate- 
gory. Attention can then be directed to those local governments 
with penny products below £400. There are 912 of these " sub- 
marginal ” local authorities, which squares roughly with the 
960 local units to be classified as " district committees ” under 
the NALGO plan. 


Local Authorities With Product of Penny Rate Below £400 


Rateable Value 

Non-County 

Boroughs 

Urban 

District 

Rural 

Di.strict 

Total 

£80,000-100,000 

13 

42 

39 

94 

60,000- 80,000 

21 

68 

69 

158 

40,000- 60,000 

20 

76 

97 

193 

20,000- 40,000 

37 

126 

110 

273 

10,000- 20,000 

21 

78 

39 

138 

5,000- 10,000 

12 

22 

10 

44 

Under £5,000 

2 

8 

2 

12 




— 

— 

— 

Total 

126 

420 

366 

912 


Similar results are obtained by varying population data to 
isolate the smallest authorities or rateable values to delineate 
those with inadequate resources. It may be concluded, there- 
fore, that from 900 to 960 local authorities in existence today 
will have to be consolidated if local government reconstruction 
is to be anything more than a makeshift palliative such as the 
reforms of 1888 and 1929 turned out to be. This needed con- 
solidation would be entrusted to a Local Boundary Commis- 
sion to be established by the Government as a permanent body 
for surveying and recommending necessary changes. 

One point on which the NALGO plan goes beyond the Labor 
proposals is the establishment of " Provincial Councils ” to be 
indirectly elected by the all-purpose authority. It is partly a 
concession to regionalism, for these provincial councils are to 


Local Government Service, Vol. 22, No. 16 (February, 1943), p. 288. 
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coordinate plans and other local fimctions in wider areas beyond 
the bounds o£ a single all-purpose authority. These councils, 
aptly named “ provincial ” to avoid the stigma of a " regional ” 
connotation, will have no direct executive or administrative 
power. Their recommendations, however, will be mandatory 
upon any all-purpose authority involved in a given situation. 

The Association of Municipal Corporations also concedes 
the need for something larger than the all-purpose authority. 
While they too reject regionalism in the wartime pattern as 
neither necessary nor desirable, they recognize the usefulness 
of some regional echelon as a “ representative merger ” between 
the local governments and the central departments.''^ Its capa- 
city, in contrast to NALGO’s plan, would simply be advisory 
and all local governments would still enjoy the right of direct 
access to central departments without the intervention of a 
regional or any other level of goveranient. This direct access 
to Parliament without going through channels is one of the 
jealously guarded prerogatives of English local government. 
It may be questioned however, if such free access might not 
cause considerable congestion in Whitehall when the scope of 
local government activities increases substantially in the postwar 
period. There are now 1,530 local governments in England 
and Wales divided as follows; 


Co\m(y Boroughs 83 

County Councils 62 

Metropolitan Boroughs 2? 

Non-County Boroughs 309 

Urban Districts 572 

Rural Districts 475 


1.530 

Even if this number be reduced by 900 (an extreme figure) as 
a result of consolidation, there would still be 600 local authori- 
ties with ready access to the central departments and Parliament. 

These plans for local government reconstruction threaten the 
existence of most urban and rural districts and not a few of the 
non-county boroughs. It goes without saying, therefore, that 
strong protests have been stated by the associations representing 
these three groups of local authority. As might have been 


Local Government Finance, Vol. 46, No. 9 (September, 1942), p. 164. 
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expecLed, the proposal to reduce sharply the number of local 
authorities aroused great apprehension among the county dis- 
tricts. In the first place, while they concede the desirability of 
curtailing the powers of small inefficient units, the “ inefficient ” 
is described as an " authority without sufficient resources to 
administer, in an effective and economic manner, the functions 
of local government.” This criterion would also apply, as the 
non-county boroughs are fond of pointing out, to a county 
council unable to function without precepting on large non- 
county boroughs or urban districts within the county area.^'^ It 
will be remembered that fully ten counties have a penny rate 
producing less than £1,200, but it must also be remembered 
that these would include some rural and sparsely settled regions. 
In the second place, the districts also concede the need for some 
continuing reorganization along the lines of the 1929 Act, in 
reviewing boundaries. Amalgamating rural districts wherever 
needed to procure a rural district with adequate resources is 
one thing, but wholesale consolidation around a large urban 
nucleus is quite another. Such complete absorption would 
mean the disappearance of villages as responsible entitles and 
” destroy the communal feeling of ordinary citizens.” 

The heaviest artillery, however, is reserved for the single 
all-purpose authority which appears in the schemes of all the 
leading planners. Here the urban districts and the non-county 
boroughs join the opposition launched by the rural districts, for 
all three types of local government would be relegated to a 
secondary level. In the first place, the single all-purpose 
authority would be too large and unwieldy as an administra- 
tive unit, especially where existing counties have sparse popu- 
lations and small rateable value. Administration by a single 
authority could not be as efficient as the present two-level 
system — County Council and county districts — with an assort- 
ment of areas. The urban districts actually expressed a fear 
that the rural vote might predominate in some of the major 
authorities and then their municipal needs would never get the 
sympathetic hearing they deserved Conversely, the rural 
districts were disturbed by the prospect of placing rural adminis- 
trations — so intimately linked with agriculture — in the large 

Municipal Yearbook, 1945, p. 444. Ibid., p. 441. 
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county boroughs where urban considerations might be expected 
to dominate. Moreover, so they argued, the prewar record of 
county boroughs did not warrant their taking over the admiiris- 
tration of rural areas as well. The county boroughs will be 
involved in large problems of their own and the inevitable 
result would be " grave injustice to the rural communities.” It 
IS also alleged that the financial problem, the bke none of post- 
war local government, will not be solved by lumping together- 
rural areas. The county boroughs, around which the '' lump- 
ing ” is to take place, have heavy postwar burdens and can 
hardly be expected to view the clamor of its rural satellites with 
equanimity. Moreover the districts point out: “ Necessary ser- 
vices for many rural areas will require special considerations 
and in certain cases financial assistance.” 

In the second place, the single all-purpose authority would 
require delegation of duties, which is the very antithesis of the 
direct executive authority the district councils have enjoyed since 
the reforms of 1888 and 1894. " As the Rural District Coun- 
cils must continue to play an important part in a democratic 
and contented regime they must be intrusted with a reasonably 
wide and comprehensive range of duties.” Thus by perform- 
ing local duties only at the sufferance of the major authority 
which delegates them, these districts will have lost one of their 
most prized prerogatives. Moreover the 543 districts which 
have a population under 20,000 would not even have an elected 
Council but would be reduced to the ignominy of “ district 
committees.” 

These protests against tire various local plans for reconstruc- 
tion carry considerable weight but much of it appears to be in 
the area of political science. Local government might be likened 
to a three-legged stool designed to stand on its own feet. The 
foregoing protests rest one leg on the theory of local govern- 
ment as a " school for democracy,” and another leg on the 
administrative hazards of larger non-homogeneous areas. These 
arguments notwithstanding, a third leg — adequate resources — 
is necessary to give stability to the stool, and it does not appear 
that the district associations have offered any solution on this 
crucial if not decisive point. It is not likely that the local 


1944 , p. 451 . 
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government " stool ” can support the weight that postwar ser- 
vices will place upon it, unless this third hnancial leg is able to 
hold up. The atomistic view of local government was sound 
so long as the so-called necessary services remained witliin the 
financial abilities of the local unit. As soon as the community 
desired services of a higher standard than it was able or willing 
to support, the third leg became troublesome. The district 
associations desire to continue in the pattern of 1888 and 1929 
where the outline of independent local government was pre- 
served by means of grants from various sources. In fact after 
fifty yeais of such support they have come to “ regard grants 
out of the County Rate Fund as the right of rural Com- 
munities.” 

It now appears, from the historical record of expanding local 
costs and from the official White Papers proposing to accelerate 
this expansion, local government has reached a fork m the 
road. To follow the pattern of 1888 and 1929 could be accom- 
plished only by conLinually enlarging the stream of giants from 
the Exchequer with its inevitable concomitant of control. 

The alternative to this pattern, to strain the analogy a little, 
is to discard the one-time self-sufficient stool and to erect a scries 
of solid platforms. The traditional notion of independent local 
government is to plan responsibility close to the ground, where 
it is easily accessible and answerable to the local citizens. Local 
independence has always implied local responsibility, but the 
latter has been diminishing through fifty years with the in- 
creasing proportion of revenue derived from central grants. 
As the local government’s obligation on the revenue side 
of the revenue-expenditure process continues to diminish, 
there must eventually be a corresponding diminution in 
the scope of its independence. Awareness of this handwrit- 
ing on the wall has been brought home to local government 
associations as a result of the wartime experience with its 
plague of ” circularitis,” regionalism, and other limitations 
on the freedom and independence of local government. Flence, 
in an effort to stave off further diminution, the local associa- 
tions propose to construct a series of local " platforms,” each 
covering an area formerly occupied by numerous local ” stools,” 
some weak and some strong. The increased weight of postwar 
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services will then be shifted from the small units of unequal 
strength to this new and drastically modified structure. This 
is equalization from the ground up in contrast with the old 
pattern which proceeded from the top down by means of 
Exchequer largess. 

Effects of Beveridge Plan 
Local Government 

No discussion of postwar reconstruction in local government 
would be complete without paying some attention to the famous 
Beveridge plan.'’" Its influence will be registered by an increase 
in the cost of some services and a decrease in the cost of others 
by transferring the latter to a central department. 

Since local authorities are employers, their contributions to 
national insurance on behalf of personnel will rise much above 
the present rate. Thus the contribution for men will increase 
by 78 per cent and that for women by 66 per cent. The local 
government employer contribution will rise from l.r. id. to 
2j'. id, at 1938 prices or to 3.r. 'id. at 1942 prices for each adult 
male in its employ Moreover, the number of fully covered 
individuals will be increased. Present categories of exceptions 
from National Insurance will be abolished, for example, civil 
servants, local government employers, and all non-manual 
workers getting more than £420 annually. Universal pensions 
under the plan may reduce if not eliminate present superannua- 
tion contributions, which saving may serve to offset some of 
the increased cost for insurance. On the other hand, demands 
for larger salaries and wages may come from employees who 
thus attempt to shift their own insurance contributions to the 
employer. Increased benefits for periods of unemployment 
may also have a general effect on wage levels. 

As trading authorities the local governments will be paying 
larger income taxes to the central government to meet the 
total bill for insurance falling on the Exchequer. With esti- 
mated annual income of £40 million for the plan as against its 
estimated cost of £170 million, the difference of £130 m ill ion 
will have to be met from national taxation. 

Finally it is in their capacity as public assistance authorities 

William Beveridge, foetal Insurance and Allied Services, Cmd. 6404, 1942. 

‘‘’‘Local Government Finance, Vol. 47, No. 1 (Januaiy, 1943), pp. 7-9. 
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that the local authorities will feel the principal changes wrought 
by the plan. The abolition of the Poor Law as adnrinistereJ by 
the local governments and the transfer of public assistance to 
the central government is a logical extension of policy along the 
same lines followed in recent years. The process of removing 
poor law functions from local authorities began as early as 1911 
when the central government first entered the field of unem- 
ployment insurance. Political pressure for higher relief stand- 
ards caused a continuing expansion of local expenditures up 
to 1927 when the issues came to a head. The “ extravagant” 
Boards of Guardians were eliminated by the 1929 Act which 
transferred their functions to the county and county boroughs. 
The investigation of 1927-28 placed the blame for increased 
relief standards on the largess of local Boards of Guardians, 
whereas the real basis was the competition spurred on by Par- 
liament between local governments in expenditures for all types 
of service, of which poor relief was only one. The initial re- 
sult of the transfer was a reduction in relief spending, but it 
was a short lived economy.'^ 

The data given below on domiciliary relief cover the total 
expenditures of all local authorities in England and Wales, 
The data are restricted to domiciliary relief since it is only 
this form of public assistance that the Beveridge Plan proposes 
to transfer to a central agency. The balance of local expendi- 
tures on the poor consists of institutional relief, which is 
expected to remain with the local authorities. 


Domiciliary Relirf 


(Millions of Pounds) 


1927-28 

. . . £17.3 

1933-34 

. .. . £18.6 

28-29 

... 15.5 

34-35 

. . . 20.7 

29-30 

. . . 14,7 

35-36 

... 22.4 

30-31 

13.2 

36-37 

. . . . 22.2 

31-32 

i4.3 

37-38 

... 19.1 

32-33..,., 

, . . . 17.2 

38-39 

, . . . 20,3 


The next step took place in 1934 when the Unemployment 
Act of that year transferred the responsibility for able-bodied 
unemployed to the National Government, This was not a 

Municipal Journal, Vol. 51. p. 1734 (December 17, 1943). 

*°J. R. and U. K. Hicks, Manchester Statistical Society, Transactions, Session 
1942-43, p. 6. 



154 British Blocic Grants and Central-Local Finance 


financial windfall to local authorities, however, for they wei'e 
required to contribute a sum equal to 60 per cent of their 1932 
expenditure on those being transferred. This payment did not 
start until 1937 at which time it was absorbed in the block grant 
calculations for the new period. It amounted, in effect, to a 
reduction in the pool of Exchequer money that would other- 
wise have been distributed to the local governments. 

The transfer process continued in 1940 with the Old Age 
Pensions Act, providing increased allowances for widows and 
aged and transferring responsibility to the central government. 
Here again, though Parliament assumed the lion’s share of the 
added cost and the local authorities " saved " £4,250,000, they 
were required to contribute £1 million annually to the Exche- 
quer, thus reducing the sum " saved ” to £3,250,000. This 
contribution is also deducted from the block grant money before 
its distribution by the formula. This policy of contributions 
by local governments in general being deducted from the block 
grant does not spread the burden equally among all authorities. 
Since the richer authorities receive little or nothing from the 
block grant, they suffer little from the “ contribution." In effect 
the “contribution" falls on those authorities which get the 
bulk of the block grant, and that means the poorer local gov- 
ernments. On the other hand, if they are the ones that 
“ saved ” most from the transfer, this method may achieve a 
rough justice. 

Education and public assistance are the two costly services 
on which poor areas must spend relatively more than the 
wealthier authorities. During the period from 1936-37 to 
1940-41, of all local expenditures falling on rates, elementary 
education averaged 15 per cent while public assistance (domi- 
ciliary and institutional) accounted for 13 per cent. There are 
large equalizing grants for education from the Exchequer, 
which helps to reduce the burden, but there are no specific 
grants for public assistance. Rising relief standards urged by 
central departments placed a differential burden on the poor- 
areas. First, even with identical needs, such authorities must 
levy higher rates in view of the paucity of their rateable value ; 
and second, since the relief needs in these areas are often 
greater than in more prosperous communities, the result must 
be, a fortiori, a heavier burden. This is noted on the one hand 
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in higher rales and on the other, in curtailing standards of 
other services. 

It appears then that public assistance is a major factor making 
for high rates in the poorer authorities. J. R. Hicks has made 
an interesting study, based on 83 county boroughs, which indi- 
cates the effect on average rate poundages and the dispersion 
around those averages of removing domiciliary relief from local 
budgets. He used 1938 as a base year for comparison because 
by 1937 the final transfers of “ able bodied ” unemployed were 
completed, and the domiciliary relief in 1938 and subsequent 
years represents the charge left on local authorities. First, the 
average rate poundage in the county boroughs (1938) was l4s., 
but after removing an amount equal to domiciliary relief, the 
average would be reduced to 12 j-, Second, a sharp decrease in 
the dispersion of rate poundages around those averages will 
also follow the transfer.'* 


Domiciliary Rrur.p and Ratr Poundagi’s 
IN CouNiY Boroughs 


Dispersion from 

Average Rate Before Tiansfcr After Ti.ansfer 

3r 55 68 

3 1 , and ovei 14 7 

is, and less 14 8 


83 83 


That the number of county boroughs on the extreme ends of 
the rate dispersion will be reduced is also evident from these 
figures: 

Before Transfer After Transfer 

Over 4 j'. above average 10 2 

Over 4s. below average 7 3 

The effect on the administrative counties cannot be measured 
as neatly as in the case of county boroughs. Poor relief is a 
county responsibility and to that extent they would be bene- 
fitted by the transfer to the central government. But the cost of 
the relief is spread over the whole county (including non-county 
boroughs and districts) by a uniform poundage. Thus the 
average county rate for general purposes would be reduced, 
but the dispersion within the county would not be affected. In 


■ p, 6. 


p. 14. 
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the case o£ the London County Council, the dispersion ranges 
from lOr. 'id. in Westminster to iSr. in Poplar. I'his difference 
is not due to public assistance because the county pays the latter 
from a uniform rate on all metropolitan boroughs. 

The third effect of this phase of the Beveridge Plan would 
be to reduce the total expenditures now being met by rates, or 
rather to shift such costs to general insurance contributions or 
central taxation. In 1938 all local authorities contributed £26 
million to public assistance from rates and other revenues, and 
the plan envisages additional Exchequer expenditure which, 
at 1938 income levels, would itself amount to an addition of 
one shilling on the standard rate."*^ 

The ultimate gain or loss to local authorities aside from their 
increased contributions as employers will depend upon the 
amount of expenditures " saved ’’ less any downward adjust- 
ment in their block grant from the Exchequer. That some such 
adjustment will take place is fairly certain, since the 1934 act 
and the 1940 act did not permit the local authorities to pocket 
the entire amount saved by transferring the service. The White 
Paper on Social Insurance simply states that " the introduction 
of the new sclieme will involve a financial adjustment between 
the Exdiequer and local rates ” without indicating what the 
proportions will be.*’' 

It was stated above that the Beveridge Plan, insofar as it 
involves transfer of public assistance to a central agency, would 
reduce both average rates and the dispei'sion about the aver- 
ages. But it is possible that local authorities, instead of reduc- 
ing rates, will choose to use the money for other services. In 
this case the burden upon ratepayers will not be alleviated, 
though the local authorities will enjoy a higher standard of 
service. Hicks is not alarmed at the prospect, for, in his view, 
" the object of social policy in the field of local government is 
not to produce a tidy table of rate poundages ; it is to enable a 
reasonable standard of services to be maintained throughout 
the country while avoiding gross unfairness in the distribution 
of local taxation." The problem, however, is a fundamental 

Ibid,, p. 10. 

*“ Below, p. 164. 

" Social Insurance, Citid. 6550, September, 1944, par. 176. 

Hicks, Transactions, p. 17. 
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one in central-local fiscal relations and turns on the question: 
just what do local authorities want? Relief from rates? Or 
rising standards of services? If public assistance is nationalized, 
and the local savings used for other services, a new clamor 
will soon arise for central aid in relief of rates. Then as soon 
as such relief is forthcoming by the transfer of additional ser- 
vices or by grants, the local government expands right up to 
the hilt again. Moreover, if the expansion is directed toward 
grant-aided services, the burden on the Exchequer will be cumu- 
lative. First, it assumes the major cost of public assistance; 
second, it will have to increase its percentage grants to match 
the new local expenditures; and third, the block grant will 
subsequently be increased for it must cover 221/2 per cent of 
total rate-borne expenditures. The Economist, for example, 
argues for the transfer of health services now and perhaps 
education at some later date so that the local authority, freed 
of these costly items, may concentrate its resources on the “ re- 
maining services.” In brief, the local authority will spend 
more and more on less and less, as the number of local func- 
tions shrinks and the area of local freedom withers away. 

Block Grant Formula 

In addition to these changes in local government functions, 
brought about by the Beveridge Plan, certain consequences fol- 
low for the block grant formula. It will be recalled that of the 
five factors in the formula unemployment and children under 
five were the two specifically designed to favor poor areas. The 
first factor, unemployment, will lose much of its meaning when 
public assistance has been fully transferred under the Beveridge 
Plan. Moreover, if the Government accepts full employment 
as a national policy and is successful in implementing it, this 
factor will be still less important as a measure of local need. 
On the other hand, leaving the unemployment factor in the 
formula would not distort the results too much since most areas 
with heavy unemployment are also the poorer authorities. 

The second factor, children under five, was originally an 
index of poverty. BiR family allowance under the Beveridge 
Plan, that is, for second and subsequent children, pump spend- 

The Economist, January 1, 1944, p. 10. 

Above, p. 39. 
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ing power into these poor areas which they did not possess 
before. The changing birth rate and smaller total number of 
children lessens the range between local areas and further re- 
duces the importance of children as a weighting factor for 
poverty. 

The factor of rateable value was intended as an index of 
ability though it was constructed in such a way that every local 
authority, rich and poor, received some weight. Nonetheless, 
as the above two need factors diminish, rateable value becomes 
relatively more important. This is a doubtful gain in stress, 
first because of the continued lack of uniformity in valuation 
and second because per capita rateable value by itself is an 
unsatisfactory measure of local wealth. Furthermore, condi- 
tions of need have broadly changed during the war as when 
war production stimulated depressed areas while other regions 
were penalized by enemy action. 

The other weighting factor, sparsity, indicates the need for 
consolidating local authority. County boroughs, in particular, 
might argue that with their reduced weight for unemployment 
the sparsity factor (which applies only to counties) should also 
be reduced. Else a disproportionate share of the pooled money 
might be allocated to the sparse counties. 

In general, so far as the Beveridge Plan tends to reduce the 
differential between rich and poor, it operates as a broad 
equalizer of local resources and demands thereon. The perma- 
nently higher burden of central income taxation and the bound- 
ary adjustments that will undoubtedly follow from the recon- 
struction plans noted above, also serve to reduce these dif- 
ferences. As a consequence more subtle measures will be 
required if the block grant is to survive.®^ 

Such measures would require improved statistics on people 
in the six population classes set up for purposes of the social 
insurance scheme; 

1. Employed persons 

2. Others gainfully employed 

3. Housewives 

4. Other persons of working age 

5. Children under 15 

6 . Persons above working age who have retired 


Local Govemmant pittance, Vol. 47y No. 4 (April, 1943), p, 67. 
““ Cmd. 6550, p. 48. 
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A weighting factor geared to the number of old persons in the 
local authority might serve, and would reflect the higher pro- 
portions of retired in those declining areas where the younger 
and mobile persons move out. Next, since benefits under the 
plan go for all forms of interrupted earning — sickness, unem- 
ployment and old age — a weighting factor could be built on 
some ratio of local population and the number drawing bene- 
fits or pensions. Still other factors might be developed to 
measure differences in local expenditures which arise for rea- 
sons " external ” to the local authority. One might be the trend 
of local expenditures relative to the rise or decline of popula- 
tion in an area, while another could be based on relations 
between density of population and per capita cost of urban 
services. Doubtless it was considerations of this type which 
led the Government to state that a complete overhaul of the 
central-local relations would consume several years in special 
studies, 

Cost of Reconstruction to Local Government 
Health and Social Insurance 

To indicate the magnitude of the postwar burden which will 
be placecl upon local authorities, attention may be directed 
briefly to two of the major imrovations, social insurance and 
education. The third innovation, full employment, has wide 
repercussions on local authorities though not directly affecting 
rate poundages. 

The estimated costs of social insurance were first set forth in 
1942 in the Beveridge Report on Social Insurance and Allied 
Servicesd^ Since then the estimates have been revised and 
were issued in 1944 in a White Paper which set forth the 
Government’s proposals covering the whole field of social insur- 
ance.®* The estimates compare the cost of existing services 
with those of the proposed plan for various years in the future.®® 


Cmd, 6404, 1942. 
“‘Cmd. 6550, 1944. 
Ibid; p, 53. 
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Cost of Sooal Insurance 
(Millions of Pounds) 



Existing 


Proposed Schemes 



Schemes 

1945 

1953 

1965 

1975 

Contributions . 

£136 

£283 

£280 

£275 

£259 

Interest 

15 

15 

15 

15 

15 

Exchequer and 

local rates 278 

352 

436 

506 

557 


£429 

£650 

£731 

£796 

£831 


The immediate concern of local governments is the division of 
the cost between the Exchequer and the local authority and, on 
this delicate point, the Government has not yet committed 
itsel£d“ The actuarial estimates, however, provide a clue for 
at least the first year. Of the £278 million now spent, about 
£75 million (or 27 per cent) falls on local rates and the bal- 
ance on the Exchequer. This local share may be broken down 
into expenditures of £15 million on public assistance and £60 
million on health services. Since the domiciliary portion of 
local public assistance is to be transferred to national assistance, 
some local contribution will be forthcoming in future years, 
the amount yet to be negotiated. 

For the y^ar 1945, assuming the various proposals had been 
enacted, it was estimated that £53 million, out of the total £352 
million, would fall upon local government rates. While this 
is 15 per cent of the total, it is in lieu of local expenditures on 
certain health services only. If it be assumed that the local 
contribution in lieu of public assistance be set at 60 per cent 
(the fraction required in the transfer of able-bodied unem- 
ployed under the 1934 act) the additional cost to local authori- 
ties would be £9 million or a total of £62 million. 

The net effect on local authorities may be seen from the fol- 
lowing data on health expenditures in England and Wales in 
1938-39.“’’ 

Local Government Expenditures on Health Services 1938-39 
(Millions of Pounds) 


Services to be transferred; 

1. Mental hospitals £12.3 

2. Infectious disease hospitals 4.2 

3. Other hospitals and institutions 14.6 

4. Tuberculosis services 4.6 

— £35.7 


‘ Ibid., p. 39. 


Cmd. 6502, p. 81-84. 
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Services retained: 

1. Maleinity and child welfare 

2. Vencieal disease 

3. Midwives 

4. All clinics except Tuberculosis and Mental 4.6 


Total Expenditures £40.3 

These changes will be handled as follows under the new plan: 

Joint Health Authorities (transferred services) .... £70.0 

Retained Services to be expanded 22.0 

£92.0 

Less Exchequer grants: 

a. To Joint Health Authorities £28.4 

b. To retained services 8.0 36.4 


Total rate borne expenditures £55.6 

It would appear that rates will be relieved by about £35.7 


million which is the rate-borne portion of those health services 
that are now to be covered by national schemes. Against this 
relief, the local authority ■will have to contribute £53 million 
or 15 per cent of the estimated cost in the first year of reform. 
This leaves a net increase on the rate burden of £17.3 million 
in the first year for health services. 

To this amount must be added the local contribution in lieu 
of public assistance yet to be negotiated. If it be assumed that 
60 per cent, the portion required in the transfer of able bodied 
unemployed under the 1934 Act, will also be required in this 
case, the local contribution will be about £9 inillion. That is to 
say, 60 per cent of local domiciliary relief of £15 million is £9 
million leaving local authorities with a " saving ” of £6 million. 
As a result of the transfer, the net increase in local burden re- 
sultiirg from social insurance may then be summarized as 
follows : 


Local Govefnrnents' share of costs: 

(Millions of Pounds) 


Joint Health Authorities £70.0 

Less — ” saving.s ” £35.7 

— ^New grants 28.4 64.1 £ 5.9 


Retained Services 22.0 

Less — original outlays 4.6 

— New grants 8.0 12.6 9.4 


Added burden on rates due to health; £15.3 

Public Assistance Contribution (est.) 9.0 


Total New Burden on Rates £24.3 

11 
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Thus it may be stated that the social insurance scheme as cur- 
rently outlined would add £24.3 million to the rate burden of 
local government which is 10 per cent of the total rate-borne 
expenditure in the last peace year, 1938-39- This will be 
partially, if not largely, offset by the Exchequer agreeing to pay 
one-half of the new health burden with another grant in 
amount of £7.6 million and, of course, the local authorities will 
be relieved of their present outlays on domiciliary relief, 
amounting to £15.0 million. 

On the other hand, this does not include additional costs 
of administration as a result of larger contributions in its capa- 
city as an employer. Moreover, it is only the cost for the first 
year of the reform, and by 1975 the total cost to be sharecl by 
central and local governments rises to £557 million, exactly 
double the expenditure on existing schemes. 

Education 

The second major innovation in the way of postwar reforms 
concerns education and it presents burdens for local authorities 
that fully equal those laid upon them by the social insurance 
scheme. Preliminary discussions on the reform of education 
were consolidated in a White Paper as early as 1943,““ and by 
1944 the major proposals were enacted by Parliament.'’*' 

The estimates of cost as contained in the White Paper arc 
given in the following data.®" 

Cost of Education 
(Millions of Pounds) 

Before reforms: 


Year 


1938-39 

Total 

Exchequer 

Rates 

(a) Actual 

... £ 93.8 

£ 45.5 

£48.3 

(b) Adjusted to postwar costs . . . 

. .. 123.0 

66.5 

56.5 

After reforms: 

First year 

... 124.1 

70.8 

53.3 

Seventh year 

. . . 163.1 

95.5 

67.6 

Ultimately 

(a) Original estimate 

. . . 190.4 

110.5 

79.9 

(b) Revised estimate 

. . . 203.2 

115.1 

88.1 


Board of Education, educational Reconstruction, Cmd. 6458, 1943. 

7 & 8 Geo. VI, c. 31, Education Act, 1944. 

Cmd. 6458, 1943, p. 35. 

The adjustment of 1938-39 expenditures to provide an " unteformed " base 
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The eslimates were raised a little by the time the proposals 
were embodied in a bill before Parliament in January, 1944 . 
Thus a correction factor of 20 per cent for costs in the post- 
war period was used instead of 15 per cent to arrive at a base 
year. The total cost in the ultimate year was also raised from 
£ 190.4 million to £ 203.2 million, which brought the ultimate 
rate burden to £88.1 million."^ 

To ease the blow a trifle, the main education grants were to 
be raised to 52 per cent in 1945-46, the first reform year and by 
degrees to a maximum of 55 per cent in the fourth year, 1948- 
49. In addition to the main grants, additional Exchequer money 
would be available to the poorest areas together with grants 
at special rates for the school meals and milk. In brief, even 
allowing for the added Exchequer aid, the total additional 
burden on rates will rise to £60 million in 1947-48 and £88 
million when the reforms are fully installed. Therefore, by the 
end of the next three years, local rates must produce £13 
million more than in 1940-41, while the net increase will 
eventually be £40 million — an increase of 83 per cent over pre- 
war levels! In the absence of any substantial increments in 
rateable value, local rates, already at the straining point, will 
increase l6 per cent, or about 3 shillings in the pound for 
education alone. 

It is no wonder that local associations, faced with such 
changes in projected rate burdens, are proposing drastic meas- 
ures of local reconstruction. The centralizing trend continues 
in this field too for counties, and county boroughs will be the 
new education authorities. When the education plan was up 
for Parliamentary review, vain attempts were made to shift 
more of the cost to the Excliequer by reducing the local govern- 
ments’ share from 45 to 30 per cent. Already local government 
obsei'vers are suggesting that without some such drastic changes 
in the over-all financial scheme the educational reforms will 
never be achieved.®^ The poorer authority will seek loopholes 
and the central departments will have no recourse but to be 

year under postwar conditions involved two factors: an increase of 15 per cent 
to cover the wartime rise in costs and £15 million for meals and milk to school 
children. 

hoed Government Finance, Vol. 48, No. 2 (February, 1944), p. 32. 

Vol. 47, No. 9 (September, 1943), p. 162. 
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lenient. Financial incapacity makes " necessaiy ” policies merely 
permissive in spite o£ Parliament’s present insistence on mini- 
mum standards for all children and all areas."'* 

Finally the burden on the Exchequer of this educational re- 
form may be noted. In the year 1938-39 the central govern- 
ment’s total budget was £1,027 million which included £231 
million in net transfers to other public authorities, that is, grants 
in aid."**^ As the table of estimated costs has indicated, the Ex- 
chequer will furnish an additional £70 million, which is the 
difference between the 1938-39 prewar grants of £45 million 
and the ultimate outlay of £115 million. This means an in- 
crease of about 7 per cent in the prewar national budget for 
education alone. 

The magnitude of the increased burdens placed upon the 
taxpayer and the ratepayer by these two major innovations is 
indicated in the following summary figures; 

Increase in Expenditure Over 1938-39 
(Millions of Pounds) 



Local Rate 

National Taxes 

Health 

. . £15 

£255 

Education 

.. 40 

70 


£55 

£325 

Percentage increase in total expenditure 

. . 35% 

31% 


Thus the increased burden on local governments will have 
reached the staggering figure of 35 per cent over total rate- 
borne expenditures in 1938-39. In the light of this program it 
is easy to understand the sardonic comment of one local govern- 
ment observer when he said, “ Half a crown in the pound for 
education; six pence for health; what next.? ” "" 


The Economist, February, 12, 1944, p. 208. 

Cmd. 6623, 1945, p. 47. 

'‘’'Local Government Finance, Vol. 48, No, 4 (April, 1944), p, 70. 



Chapter IX 


EVALUATION OF LOCAL GOVERNMENT ACT, 1929 

The Local Government Act of 1929 has now been in 
operation for fifteen years. In that span of time a vv^ide variety 
of conditions has prevailed, including depression and prosperity 
and the exhausting ordeal of a six-year war. These years have 
yielded enough experience to judge the act with respect to the 
objectives professed in the White Papers and discussions in 
1929 and 1937. As noted at the outset of this investigation 
primary interest was centered on the fiscal objectives rather than 
the administrative reforms achieved by boundary revision or 
the consolidation of some local authorities. 

In general, the 1929 Act was an extension of the same 
principles governing central- local relations that had been de- 
veloping gradually since the Local Government Act, 1888. 
Thus the consolidation of small local governments, boundary 
revisions, and the wider application of derating all fitted in 
the familiar pattern of the preceding forty years. The only 
innovation of any consequence to central-local relations was the 
block grant device which was designed, first, to bring central 
aid more in proportion to local needs; second, to stimulate 
local authorities to some kind of economy, and third to mini- 
mize the interference of the central departments. To what 
extent have these objectives been achieved? 


Objectives of Block Grant 

The block grant, from its inception up to the war years, has 
been maintained as a fairly constant proportion of total grants 
to local governments. As the data below indicate, the block 
grant has accounted for roughly one-third of all central grants 
toward rate-borne expenditures. 


165 



166 British Block Grants and Ckntral-Local FtNANCE 

Block Grants and Total Ervenul Grants roR all Local Auuioiuurs, 
England and Wales 


(Millions of pounds) 



Block Gwnt 

Total Giants 

Ratio 

1930-31 

£44.8 

£130.2 

34% 

31-32 

44.9 

126.5 

35 

32-33 

44.9 

120.1 

37 

33-34 

45.3 

121,6 

37 

34-35 

45.4 

125.0 

36 

35-36 

45,3 

132.9 

34 

36-37 

45.3 

135.6 

33 

37-38 

47.3 

136,1 

35 

38-39 

47.2 

140.2 

34 

39-40 

47.2 

181.9 

26 

40-41 

46.3 

226.0 

21 


The sharp drop in the last two years occurred because specific 
grants for civil defense and emergency services had swollen the 
grant account while the General Exchequer Contribution, of 
course, had not altered. 

It may also be noted that total grants, including the General 
Exchequer Contribution, provided a relatively constant share 
of the local governments’ total income for rate fund services. 
By restticting the coinpadsion to these rate fund services, 
revenues or expenditures arising from trading establishments 
or fees and recoupments from various services are excluded. 
In other words, central grants are viewed as subsidies in relief 
of rates and as the following data indicate, such grants provide 
somewhat less than half of the total rate fund income. 

Grants and Rate Incomes tor all Local Authorities, 

England and Wales “ 


(Millions o£ pounds) 



Income 

Income 


Ratio Grants 


From Rates 

Froin Giants 

Total 

To Total 

1930-31 

£149.9 

£130.2 

£280.1 

46.4% 

31-32 

148.3 

126,5 

274.8 

46,0 

32-33 

146,3 

120.5 

266,8 

45.1 

33-34 

148.6 

121.6 

270.2 

45.0 

34-35 

154.8 

123.0 

279.8 

44.7 

35-36 

164,9 

132.9 

297.9 

44.6 

36-37 

172.8 

135.5 

308,4 

44.0 

37-38 

177.3 

136.1 

313.4 

43.4 

38-39 

191.4 

140.2 

331.6 

42.2 

39-40 

201.3 

181.9 

383.2, 

47.5 

40-4l 

203,9 

226.0 

429.9 

52,6 


Stathticiil Attract fot the United Kingdom, 82d Nbr., Ond. 5903, pp, 228 
and 232; Municipal Yearbook, 1943, p. 24. 

^ Ibid., p. 24. 
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Here again the years 1939-41 involve wartime grants which 
disrupt the pattern. Setting aside these two war years, it will 
be noted that, for rate fund services, the proportion of local 
income furnished by grants steadily declines from 46.4 per cent 
in 1930-31 to 42.2 per cent in 1938-39, the last peace year. 
Thus it appears that as local expenditures expanded through 
the period of the thirties, grants did not keep pace with the 
spending. The lion’s share of the cost of these expanded 
services thus falls, as perhaps it should, upon the ratepayers in 
the localities where said services are consumed. 

The extent of this development is shown more sharply by a 
comparison of actual data rather than percentage figures at the 
beginning and again at the end of the decade. These data are 
in millions of pounds: “ 

Total Grants Expenditure Falling On R.ites 

1930-31 £130.2 £142.0 

1938-39 140.2 191.9 

Thus while total grants, including the General Exchequer Con- 
tribution, increased by exactly £10 million the expenditures left 
on rates increased by fully £50 million. In other words, expendi- 
tures on ordinary rate fund services increased £60 million of 
which £10 million was off-set by grants and £50 million fell 
upon the rates. Thus rate burdens increased 35 per cent over 
1930-31, whereas the block grant increased about 5 per cent and 
total grants about 8 per cent. In the aggregate, therefore, it 
would seem that the first objective of the Local Government 
Act, 1929 — to bring central aid more in proportion to local 
needs — has not been achieved by a substantial margin. More- 
over this year 1938-39 was the second year of the third fixed 
grant period, and the formula had just been recalculated. 
Hence the discrepancy cannot be attributed to a lag in applying 
the formula, or to postponement of its recalculation due to the 
war, as occurred in 1941. 

The above conclusions ate based upon over-all data for all 
local authorities in England and Wales. Perhaps the proposed 
objectives would be recognized as achieved if attention were 
directed to the behavior of specific local authorities. That is 
to say, what evidence can be drawn, first from the dispersion 


’‘Ibid,, p. 24. 
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o£ rate poundage, and second from the equalizing effects of 
the block grants ? On the matter of rate poundages comparisons 
may be made between the years 1928-29 and 1931-32, as 
representing the dispersion before and after the Local Govern- 
ment Act, 1929, was enacted. It will suffice to present data on 
local authorities at the level of non-county boroughs and urban 
districts to show a wide shift between these years.'' 


Dispersion op Rate Poundages Before and After Local Government 
Act 1929: Non-County Boroughs and Urban Districts 

1928-29 1931-32 



Number 

Percentage 

Number 

Peicentage 

6r.-8.r. 

0 

0% 

11 

1% 

Sr.-lOr. 

49 

5 

148 

15 

101.-121. 

213 

21 

351 

35 

12r,-14r. 

324 

31 

223 

23 

lis.-lCs. 

229 

22 

154 

16 

l6r.-18r. 

108 

10 

55 

6 

18r.-20r, 

44 

4 

24 

2 

Over 20r, 

70 

7 

19 

2 


1037 


985 



The enactment of the block grant thus brouglit a downward 
shift in the entire distribution so that 51 per cent of the local 
authorities in this group had rate poundages of less than 12r. 
in contrast with 26 per cent before the act. The open-end class 
precludes the calculation of the standard deviation for either 
distribution but it is evident from inspection that the total 
dispersion around die mean is substantially reduced. The 
quartile deviation was reduced from 31.0d. to 21. 5i^. It must 
be concluded, therefore, that the immediate effect of the block 
grant was to reduce the wide variation which existed between 
local government rate poundages. The question, however, can- 
not be left there, for virtually all of this gain achieved by the 
block grant was soon dissipated. The rapid rise in local ex- 
penditures unaided by grants so increased rate burdens that by 
the end of the thirties the variation in rate poundages was 
about as great as it had been in 1928. In brief, local govern- 
ments were right back where they started as the chart below 
will indicate. 


* James Lythgoe, " Incidence of Local Rates,” Manchester Statistical Society, 
Transactions, Session 1932-33, p. 181. 
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For the period 1928-29 to 1944-45 Chart I gives the pro- 
portions of non-county boroughs and urban districts drat fell 
into four classes of rate poundages. It will be observed that 
for the first two classes below the average, 8f.-10.r. and J0i.-12.i., 
the percentage rises sharply until 1935-36 and then declines 
steadily under the weight of increased rate fund expenditures. 
For the first two classes above the average, Idr.-lbr. and Ihr.- 
18j., the percentage diops until 1935; thereupon it rises until 
at the last year there are substantially more local authorities 
laboring under these higher rate poundages than in 1928-29- 
A similar impression is obtained from Chart II which compares 
the proportions in each class at the beginning and the end of 
this fifteen year period in which the block grant has been 
operating. 

The second objective of the block grant was presumably to 
stimulate some degree of economy in local expenditures. As 
noted in earlier chapters considerable critici.sm was directed 
at specific grants of the percentage type which had led the local 
authorities to expand their outlays in the hope of attracting 
larger and larger grants. Now with certain of these grants 
withdrawn and replaced by a lump sum allotment, it was 
expected local “ extravagance ” would be curtailed. Should the 
expansion continue, the additional costs would fall wholly on 
rates, and the central departments counted on popular opposi- 
tion to restrain such developments, at least for rate fund ser- 
vices. It proved to be a vain hope, however, for expenditures 
continued to rise tlrroughout the period. 

The inexorable rise in local expenditures may be noted for 
the principal services by comparing the amounts to 1928-29 as 
a base year. This year is usually regarded as the last full year 
before the 1929 reforms were installed, and was so used in the 
above discussion on dispersion of rate poundages. Data are for 
gross expenditure, including that met out of specific grants, 
and net expenditure, being met from rates plus the block grant. 
In this way it may be observed whether the grants increased 
proportionately with the rate-borne share of local cost. The 
first and last years are given below while complete data for all 
years are left to the appendix. 
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CHART II 

Dispersion of Rate Poundages in Non-County Boroughs and 
Urban Districts for Selected Years, 

1928- 1Q2Q 



Shillings in the pound 

2321-:19.2Z 



Shillings in the pound 


19 ^ - 1 2.45 



Shillings in the poiond 
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Index of Growth in Local Expenditures for Selected Years 
(1928-29 = 100) 


Elementaiy Education 

1912-33 

1938-19 

1940-41 

a. Total Expenditure 

100 

118 

118 

b. Rate Borne 

112 

136 

132 

Higher Education 

a. Total Expenditure 

109 

142 

137 

b. Rate Borne 

110 

148 

TJJ 

CO 

Public Health 

a. Total Expendituie 

124 

175 

173 

b. Rate Borne 

140 

196 

190 

Mental Deficiency 

a. Total Expenditure . . . . 

Ill 

151 

160 

b. Rate Borne 

140 

192 

199 

Poor Relief 

a. Total Expenditure .... 

98 

106 

93 

b. Rate Boine 

102 

109 

95 

Highways and Btidges 

a. Total Expenditure 

98 

106 

82 

b. Rate Borne 

104 

112 

90 

Police 

a. Total Expenditure 

101 

122 

159 

b. Rate Boine 

105 

134 

143 


The intermediate year 1938-39 is also included since it repre- 
sents the last peace year and indicates the level to which services 
had expanded before war time economies or shifts occurred. 

A perusal of these summary indexes indicates that the level 
of spending (to 1938-39) had increased from 9 per cent in poor 
relief to 96 per cent in health. Since most of the poor relief 
cost had been shifted to the Exchequer by 1938-39, that increase 
is not representative of the expansion in the major services. 
In brief, health expenditures had about doubled in the ten year 
period, elementary education and police increased about one- 
third, and higher education about one-half. Of these increases, 
what was the increment falling on rates ? 

Proportion of Increase Falling on Rates Plus Block Grant 


Elementary Education 78% 

Higher Education 44 

Public Health 95 

Mental Deficiency 107 

Police 34 . 


It would appear from these data tliat while the block grant 
did not produce a local taste for economy it did place the greater 
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portion of the expanded cost upon the ratepayers. Needless to 
say, local government associations held up this situation as an 
" inherent defect of the 1929 Act in applying an inelastic form 
of Exchequer aid to a rapidly expanding volume of local ex- 
penditures.” “ To their view local government is a dynamic 
organization, continually stimulated by Parliamentary pressures 
to expand services, yet receiving Exchequer grants which are 
static. Much of the opposition to the block grant comes from 
these local expansionists who feel they are " standing still ” 
when the Exchequer does not contribute increasing amounts. 
Yet it is difficult to see how an increase of 100 per cent in 10 
years for one service alone, for example health, can be construed 
as standing still! 

Because of this rigidity in the block grant it is probable 
that local associations will oppose its extension in principle 
to specific services such as education, police, or health. In 
fact new grant legislation during the thirties suggests a gradual 
trend away from the block grant principle. Thus the Midwives 
Act, 1936, and the Cancer Act, 1939, revert to percentage 
grants, while a further departure is noted in the Rushcliffe 
Report on Nurses Salaries “ recommending grants of onc-half 
the additional expenditure, The central-local grant relations are 
moving back to the tangled complexities which existed prior to 
the 1929 Act.’' 

The third objective propounded for the block grant in 1929 
was to minimize the interference of the central government in 
the administration of local services. Having just emerged from 
the exigencies of wartime operations with its close supervision 
of services and expenditures by central departments, the local 
governments are acutely aware of this problem. The situation 
during the decade of the thirties remained fairly stable so that 
by 1938-39 specific grants for rate-fund services amounted to 
28 per cent of total income from rates and grants. If the 
Genera] Exchequer Contribution be added, the central contri- 
bution rises to 42 per cent, but since this grant is a lump sum 
payment, with no strings attached, it may be excluded in 
estimating the ratio. The wide expansion of services planned 

Local Government Finance, Vol, 48, No. 4 (April, 1944), p. 71. 

‘Nurses' Salaiies Coimmttee, Cmd. 6424, 1943. 

’’Local Government Finance, Vol. 47, No, 4 (April, 1943), p. 74. 
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for the postwar period poses the question of central control, 
for it seems inevitable that this proportion of local income from 
the Exchequer will rise sharply. The result will be a gradual 
diminution in the area of freedom for local authorities. Since 
objections to the block grant are widespread, on the ground of 
its rigidity in the face of increased expenditures, it may be that 
the postwar period will bring a return to the elastic percentage 
grants, as noted earlier. 

The reconstruction is already going forward on a piecemeal 
basis, taking one service at a time with ad hoc grants and much 
bargaining as to the degree of central control. The local 
governments have been hearty in their condemnation of this 
practice but the lure of Exchequer money has been irresistible. 
Proponents of local government in Parliament point to the 
"great disquietude in various parts of the country because 
people feel that the administration may be taken away from 
those in close touch with local affairs and handed to someone 
who is farther off.” ® Yet as 'The Economist points out, demand 
for larger grants from the Exchequer is short-sighted, for the 
eventual result is curtailment of freedom of action. Such a 
high proportion of local officials are already under central 
directives and supervision that the Number One postwar prob- 
lem is the division of tasks and costs between central and local 
governments. It is of no avail for local governments to aj'gue 
in Parliament: “ We want stajff. We want money. We want 
power. What we get out of the Ministry of Health is talk and 
circulars and no end of sympathy.” " 

In advancing its solution to the local government dilemma, 
The Economist urges the transfer of certain major services to 
the national government.^® In choosing a major service to be 
transferred, it settles on health rather than education. It does 
so on the ground, first, that standards of service are easier to 
measure objectively in health and medicine, hence it is better 
adapted for central control; second, while variety in method is 
good for both services, it is probably more essential in educa- 
tion; and finally, the teachers are accustomed to the operations 
of local authorities while doctors are not! Admittedly the 

^Parliamentary Debates, Vol. 395, p. 1128 (December 9, 1943). 
p. 863 (December 7, 1943). 

The Economist, April 22, 1944, p. 525. 

“ Ibid,, October 2, 1945, p. 452. 
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local authorities will lose some of their responsibility, but, 
argues The Eco»on7ist, they have got to lose something or they 
will not maintain democratic control in any sphere. 

Proposals for nationalizing some major services in order to 
relieve pressure on those left in the hands of local authorities 
is generally rejected by local associations as a temporary solution 
to a recurring difficulty. The only other alternative in their 
view is increased grants. Here they have no objection if the 
expanded grants are of the block type, to avoid further cur- 
tailing of local freedom. The block grant has evidently been 
successful enough in minimizing central interference that some 
local associations now argue the rationalization of specific 
grants into a general block grant. The local governments would 
then retain control subject to some central supervision of the 
maintenance of minimum standards. The over-all block grant 
could be distributed according to local needs as measured by 
the formula, provided each authority were rating itself to 
capacity and with some uniformity of valuation. Such changes 
proceed on the assumption that it is in the citizen’s best interests 
for local services to be administered by local people whom he 
knows and elects. “ 

Before proceeding to the most recent postwar development 
in the system, it may be well to recapitulate the conclusions of 
fifteen years on the original block grant objectives. First, it 
succeeded in reducing the wide dispersion of rate poundages 
and increased the equalization between local authorities. These 
initial gains were lost with the expansion in local expenditures, 
and at the outbreak of the war rate burdens were back to 1928- 
29 levels. Second, block grants were of no use in stimulating 
economy and they were derided as " static ” and ” rigid ” in the 
face of the spending boom. Third, block grants did succeed in 
minimizing central interference, and this consideration seems to 
have outweighed the local objections on the ground of inflexi- 
bility. It is better to have an inflexible grant with freedom 
of action than flexible subsidies liberally hedged with central 
controls. 


^ Local Government Finance, Vol. 48, No. 6 (June, 1944), p. ICg. 
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Postwar Revision 

In order to judge the immediate effect of the first postwar 
alteration in the block grant system, some attention may be 
given briefly to the situation that existed just before the war 
broke out. 

The last full review of the block grant formula occurred at 
the close of the second fixed grant period in 1936-37. In that 
year the General Exchequer Contribution consisted of the fol- 
lowing sumsB® 


Loss on account rates £22,292,203 

Loss on account giants 16,279,706 

New money 5,350,000 


£43,921,909 

To this sum was added an additional Exchequer grant of 
£463,697 and a supplementary Exchequer grant of £880,741, 
the latter sum being reduced one-fifteenth each year from 1935. 
The total amount distributed was £45,266,347. 

At the outset of the third fixed grant period, which was 
to run for five years until 1942, several changes in the 
formula were made.^'‘ The new calculation yielded the sum of 
£48,349,000 as the minimum grant for the ensuing period, 
which was an increase of 10 per cent or £4,427,000 over the 
second grant period. But following the central-local policy 
discussed in earlier chapters, the transfer of the cost of services 
from local budgets to the Exchequer required some adjustment 
or " contribution ” from local authorities. Accordingly the sum 
of £2,187,000 was deducted from the pool as the local share of 
unemployment assistance, which was 60 per cent of the local 
cost in 1932-33. Another deduction of £133,000 was made for 
the cost of trunk roads assumed by the central department, and 
an addition of £115,000 was made to compensate local authori- 
ties for dropping certain license duties on male servants. The 
net effect of these deductions was to reduce the formula increase 
from £4,427,000 to about £2,222,000, and tire Exchequer finally 
settled by adding £2,250,000 of "new money” to the pool 
for the third grant period. 

Ministry of Health, ’Eighteenth Annual Report, 1936-37, p. 166. 

Above, p. 47. 
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Each year of this period from 1937 to 1942 a deduction was 
made in the amount of £100,423 to cover deficiencies in county 
apportionment. That is to say, the Exchequer makes up these 
deficiencies to the respective counties and the total so paid 
is deducted from the poold” For 1940-41 another sum of 
£644,000 (in 1941-42 and subsequent years it went to £1,000,- 
000) was deducted as the local contribution toward the transfer 
of another relief burden to the central government.^" 

The amount of the Exchequer contribution to local govern- 
ments in the third grant period was as follows: 


Loss on account lates £22,292,203 

Loss on account giants 16,279,706 

New money 7,600,000 


£46,171,909 

To this sum would be added an additional Exchequer grant 
and also a supplementaiy Exchequer grant, the amounts of each 
varying for specific years. For the third grant period, 1937-38, 
those sums were: 


General Exchequer Contiibulion £46,172,000 

Additional grant 394,789 

Supplementary grant 807,305 


£47,374,094 

From this total must be deducted the sum of £100,423 repre- 
senting deficiency grants to the counties of Middlesex (£76,000) 
and Surrey (£24,423). Thus the net amount of the pool 
available for distribution was £47,273,671. 

During the third grant period tliis sum was first used to 
reimburse 50 per cent of losses on account of rates and grants 
in the counties and county boroughs, while the amount remain- 
ing was allocated on the basis of the formula. 

The General Exchequer Contribution for the subsequent 
years was as follows: 

1 Edw. VIII and 1 Geo. VI, c. 22, s. 3, Local Government (Financial Pro- 
visions) Act, 1937. 

3 & 4 Geo. VI, c. 13, Old Age and Widows Pension Act, 1940. 

^’’Ministry of Health, 'Nineteenth Annual Report, 1937-38, p. 157. 

la 
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(Thousands of Pounds) 




Additional 

Supplementaty 

Deduct 

Net 


G. E. C. 

Giant 

Gnint 

Coiitiibiilion 

Pool 

1937-S8" 

46,172 

395 

807 

100 

4'',27l 

1938-39'- 

46,172 

397 

737 

100 

47,206 

1939-40 

46,172 

4l0 

720 

100 

47,202 

1940-41 

46,172 

409 

623 

747 

46,457 

1941-42 

46,172 

399 

557 

1,103 

46,025 

1942-43 

46.172 

397 

552 

1,103 

46,018 

1943-44 

46,172 

397 

552 

1,103 

46,018 

1944-45 

46,172 

397 

552 

1,103 

46,018 


■I' Actual data from Ministry of Health Annual Reports. Later years from 
Civil Eslimatss Class IX. 


It will be noted that the grants were frozen as of 1941-42 and 
continued through the war years without alteration.^® 

When the third fixed grant period drew to a close in 1941-42 
the local associations were unanimous in their position that 
conditions under wartime were not representative of local 
government generally. The postponement of the recalculation 
of the formula was then quickly agreed upon. Wartime con- 
ditions were no criteria of peacetime needs as large shifts in the 
basic element, population, had occurred in evacuation areas 
and in centers of war industry. Likewise depressed areas that 
had been laboring with chronic unemployment would be ad- 
versely affected for they were then enjoying the short-lived 
benefits of war prosperity. The General Exchequer Contribution 
as a long i-ange instrument was not adaptable to temporary war 
situations. Meanwhile, no adjustment had been made since 
1937-38 and then as the basis of data for 1935-36, the penulti- 
mate year of the second grant period. Thus the present General 
Exchequer Contribution is being distributed on the basis of 
conditions that existed in local authorities ten years ago ! 

With the close of hostilities in 1945, the Ministry of Health 
took immediate steps to remedy the situation without attempt- 
ing a complete revision of the formula. 

It will be recalled that the 1937 act required the General 
Exchequer Contribution to equal at least 22.5 per cent of total 
local expenditures to be met from rates plus block grant. In 
the past ten years expenditures have risen steadily while the 
General Exchequer Contribution remained fixed. Had the 


Above, p, 82. 
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formula been recalculated in 19^2 the local authorities would 
have received a substantial increase in the block grant, and aS a 
consequence of its postponement they have been getting less 
than they are entitled to receive under the 1929 act. Moreover, 
argued the Ministry of Health, " the end of the war means that 
the expenditure of local authorities will start rising again.” 
As if it had ever stopped! 

The plan proposed by the Government and recently enacted 
by Parliament was to provide an “ interim supplementary 
Exchequer contribution ” for the period April 1, 1945, to March 
31, 1948."“ This extra grant will be made from Exchequer 
money in the following amounts: 


1945- 46 £10,000,000 

1946- 47 11,000,000 

1947- 48 12,000,000 


and apportioned between counties and county boroughs accord- 
ing to a formula. The new money will be distributed in such a 
way that it will end up in the hands of the poorest authorities. 
The scheme is to lake the product of an 8(i. rale for the whole 
country in each of three base years: 1942-43 for the first 
year’s grant, 1943-44 for the second year, and 1944-45 for the 
third year. 

With respect to the first year, 1945-46, the grant is £1Q 
million ami the product of a national rate would be 
£9,280,000. This 8d. product refers to the cash actually col- 
lected if a levy of 8d. on the pound were made on all rateable 
value in England and Wales. Adding these items gives a total 
of £19,280,000 which amount is then allocated to every county 
and county borough in proportion to their 1942-43 expenditure. 
These expenditures will include those met from (l) rates, (2) 
from block grant, and (3) from wartime advances to distressed 
areas. The proportion of a county's expenditure to the total for 
England and Wales is the proportion of the £19,280,000 that 
said county may expect to receive. But since only £10 million, 
and not £19,280,000, is being distributed, the local government 
must first deduct the product of an 8d. rate on its own rateable 
value to ascertain the amount of grant it will actually receive. 


Local Government Bill No. 38, 1945. 

9 & 10 Goo, VI, c. 24, Local Government (Financial Provisions) Act, 1946. 
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In other words the scheme operates by first adding an Sri. rate 
aggregate to the total grant and then having each local aiiLliority 
subtract the share of the Sd. product attributable to its rateable 
value. If a local government accounted for I per cent of total 
expenditure it would have a gross grant of £192,800. If it also 
accounted for 1 per cent of the cash product it would deduct 
£92,800 and receive the difference of £100,000. Now if it were 
a rich community and possessed, say, 2 per cent of the total rate- 
able value and cash product it would deduct £185,600 and 
receive the difference of £7,200 as its interim grant. 

This formula might be expressed as follows; 

For any local authority let 
X = expenditure in base yeai 
y = cash product in base year 
G = interim grant 
Thus 

2x = total expenditure (England & Wales) b.ise ycai 
Sy = total cash product (England & Wales) base year 
SG = total interim grant 
Thus 

^(SG-f-Sy) — y=G 

The formula is admittedly a crude one, measuring need by the 
volume of expenditure and ability by the cash product of a 
penny rate. But it does result in sharp equalisation as between 
the rich and poor local authorities. 

If the entire £10 million were distributed uniformly, it would 
lower all rates 8l/2<sl. But by the device of giving to each 
according to its need (expenditure) and subtracting from each 
according to its ability (cash product), most of the £10 million 
goes to tlie poorer authorities. 

This may be noted by observing local governments on the 
extreme ends of the ranged^ 


Interim 

Rich Rate Poundage Grant per Pound 

Bournemouth 9s. y-jd 

Blackpool Hr. ly^d. 

Surrey (County) . Hr. 2d. id, 

Poor 

Merthyr Tydfil 29r. 2f, 9d. 

West Ham 2Ir. 6d. Ir. 9d. 


Carmarthen (County) . . . 19r. Id. 2s. id. 


Local Government Bill No. 38, 1945. 
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Similar results will obtain for the other two years. Thus for 
1946-47 it is £11 million grant plus the cash product of a 9d, 
rate (1943-44 as base) yielding a total of £21,685,000. Again 
for 1947-48 it is £12 million grant plus the cash product of a 
lOd. rate f 1944-45 as base) or a total of £24,080,000. 

As usual it must be remembered that the block grant, and so 
too these interim grants, are allocated to county and county 
boroughs. That is the end of it for the county borough, but 
in the case of administrative counties the grants must be divided 
among the local authorities within each county’s jurisdiction. 
Excluding London, which is to be handled separately by the 
Ministry of Health, all other authorities below the county vAll 
receive an interim grant based on population data in 1936. 
The capitation grant will be as follows; 

1945-46 1946-47 1947-48 

Noa-County Boroughs and 


Urban Disfficts 2Ad. 2ld. iOd. 

Rural Districts Bd. 9d. Wd. 


The act also provides that the entire capitation grant shall be 
paid and no portion may be withheld by the County Council. 
Moreover, if the interim grant received by the county is not 
enough to pay the capitation grants to its sub-authorities, the 
county council must provide the deficiency from its own re- 
sources. The 1946 act also includes the administrative safe- 
guards contained in Section 104 of the 1929 Act whereby the 
Ministry of Health may reduce the amount of the interim grant 
if the local authority fails to achieve reasonable standards or its 
expenditures are excessive. 

It is presumed that between now and 1948 the government 
will undertake a thorough investigation into the whole structure 
of central-local fiscal relations. Meanwhile the government has 
promised the local government associations that when the block 
grant formula is again recalculated, they will include, as basic 
data, first, the addition to expenditures met from rates and the 
block grant, second, the expenditures met from the interim 
grant, and third, the expenditures met from war advances to 
needy authorities. 
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Derating Industry and Agriculture 

An evalualion of the Local Government Act, 1929, would 
be incomplete without some attention being directed to the 
policy of derating properties such as docks and railroads. At 
the very outset, the White Paper outlining the 1929 proposals 
said: 

The relief of industry is a primary reason for undertaking a scheme 
of this magnitude. ... In considering the effect of these changes it 
must be realized that the rating relief and the changes in the machinery 
and finance of local government are connected parts of one single 
policy.-^ 

Much of the dissatisfaction with the whole 1929 scheme is 
derived from the frequent complaints registered on derating. 
As expanding services bring larger rate burdens, the cpiestion is 
occasionally raised in Parliament. Thus when the interim grant 
was up recently for discussion it was urged that derating losses 
be considered in allocating the interim money, though the 
Government as usual demurred.®’* At another time, a local 
representative complained that the block grant “ never gave 
anyone any satisfaction and very few people understood it.” 
While derating was supposed to aid industry in developing and 
in providing employment ” it will be found that it has gone to 
shareholders rather than to the development of industry.” 
The Government’s stock reply to tliese Parliamentary questions 
was to point out that the '' derating provisions of the Local 
Government Act, 1929, were enacted as a measure of reform 
of the system of local taxation and were accompanied by 
Government grants which are subject to periodical revision.” 

The position taken by most local government associations is 
that industry has become a burden on rates rather than rates a 
burden on industry. Much local expenditure is on services 
which are national in character and presumably are grant aided; 
insofar as industry is also national in scope the services required 
by it could also be considered quasi-national and aided accord- 
ingly. Thus new factories present special problems and increase 
local costs for sewerage, new roads, refuse collection, housing, 

-^Proposals for Psjorm, Cmd. 3134, 1928, pp, 3-4. 

Parliamentary Debates, Vol, 414, p. 428 (October 11, 1945), 

^*Jbid., Vol 395, p. 269 (November 30, 1943). 
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fire brigades, and police protection. Yet no compensa- 
tion is received from the Exchcejuer for the derating of these 
new installations; neither does the industry contribute any 
substantial amount in rates, being 75 per cent exempted. 
While these new costs fail upon the rest of the ratepayers the 
benefits accrue to the nation-wide consumers of the industry. 
Finally, if such an industry moves out, the local authority cannot 
retract its services in that area very greatly and the fixed charges 
for improvements run on for years.“® 

One of the most important effects of derating was the narrow- 
ing of the tax base available to the local authority which in turn 
impaired its capacity to meet rising expenditures. This is less 
significant for some of the larger authorities with diversified 
resources, but it bore heavily on the smaller and / or financially 
weaker. A second important effect follows because industriali- 
zation is not evenly distributed over the country. Derating thus 
alters the relative positions of local authorities. These two 
effects, narrowing the tax base and increasing the dispersion 
between local authorities, may be seen in the following 
examples. 


rrilCliNTAGH Lossiis IN ItATEAllI.n VaI-UE Dllli TO DERATING FOR SELI’.ClT.n 
Counties and County Boroughs ““ 

1929-30 1929-39 



Perccnl.igc 

Percentage 

Percentage 

Comities 

Loss 

Loss 

Gain 

Low losses; 

Essex 

4.0% 


50.2% 

Kent 

7.3 


28.6 

Mickllesex 

1.7 


56.2 

Surrey 

1.3 


51.8 

West Sussex 

5.9 


64.8 

High losses: 

Cumberland 

29.3% 

23.2% 


Durham 


21.6 


Lancaster 

19.7 

1.2 


Yorks-West-B-iding ... 

26.7 

17.9 


Glamorgan 

31.1 

30.2 



Municipal Yearbook, 1942, p. 60. 

Ministry of Health, Statement: The Amount in the Pound of Local Rates, 
1930. 
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County Boroughs 
Luw losses: 

Blackpool 1.6% 26.5% 

Brighton 1.0 26.1 

Exeter 2.4 24.4 

Southampton 3.8 24,1 

Coventry 11.6 46.8 

High losses: 

Barrow-in-Furncss 22.4% 6.4% 

Bootle 25.8 19.9 

Burton-upon-Trent 23.7 14.9 

Rochdale 22.4 12,7 

Merthyr Tydfil 22.0 25.9 


An examination of these figures shows that some of the richer 
counties and county boroughs experienced very little narrowing 
of their tax bases as a result of derating. These same local 
authorities then grew and prospered so rapidly that by 1939 they 
had not only recovered these inital reductions in rateable value 
but enjoyed very substantial increases over 1929. The situation 
with the poorer authorities, some of which are chronically 
distressed areas, is strikingly different. There it appears that 
derating cost them 20 to 30 per cent of their tax base and even 
ten years later they had not recovered. Lancaster County, for 
example, snapped back as did Barrow-in-Furncss which re- 
covered most of its losses due to derating. These " recoveries ’’ 
by 1939 simply mean that other classes of property increased or 
new industries, rateable at 25 per cent, moved in sufficiently to 
offset the earlier loss in derating. 

At this point it is worth recalling the operation of the 
guarantee clause, whereby 75 per cent of derating losses were 
paid in the first and second grant periods while in the third 
grant period 50 per cent is now paid before any of the Exche- 
quer Contribution is distributed through the formula. The loss 
in rate income due to derating was calculated as of 1928-29, 
and each local authority receives 50 per cent of such loss each 
year regardless of any subsequent recovery. This rigidity in the 
block grant distribution means that county boroughs like 
Barrow-in-Furness, and Coventry, or a county like Lancaster still 
receive sizable sums as reimbursement for derating losses that 
have long since been wiped out. To be sure, their 1939 rate- 
able value would be still higher were it not for the derating, 
but that does not alter the fact tliat their position has improved 
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relative to other local authorities. Thus Barrow-in-Furness 
experiencetl the same percentage loss as Rochdale or Merthyr 
Tydfil. Since the reimbursement for loss of rates was frozen at 
1928-29 levels, these cities continue to collect 50 per cent of 
these losses through the third grant period. Barrow still gets 
its reimbursement although its rateable value has returned to 
1929 proportions while Rochdale and Merthyr Tydfil struggle 
along on a permanently narrower tax base. 

The aggregate losses in rateable value due to derating 
amounted to £33,928,000 for England and Wales. This sum 
represented about 12 per cent of the rateable value as of April 
1, 1929 , and in the various discussions since that time, the local 
associations have claimed their rate poundages were 12 per 
cent higher than they needed to be.^' One insistent Member of 
Parliament from Acton Borough Council may be cited as a 
typical example of the recurring complaints to Parliament on 
derating, He claimed that ratepayers in his borough were 
paying 5s. 2d. niocc per pound than they would have to pay 
were derating abolished."® The relevant clata are as follows: 

Riite.iblc Value Rate PounJage 


April, 192fl £583,246 12r. &tl. 

April, 1929 770,768 10 1. 8</. 

Octdbcr, 1929 654,087 

April, 1944 843,125 12.r. Or/. 


The rate poundage for the current year is even less than in 
1928-29 before derating. Then, too, the rateable value has 
increased 70 per cent over 1928-29 so the revenue from such 
levies will be vastly larger than prevailed. 

The factor which the local associations overlook, and which 
stands out in the above example of a single borough is the 
increase in valuation which took place between 1928 and 1929, 
Following the Rating and Valuation Act, 1925, an exhaustive 
survey was made of local governments in England and Wales 
whereby their valuations were brought up to date and placed 
on a more uniform basis. As a result total rateable value 
increased by 13.5 per cent in the same year that derating took 
place.®® 

Municipal Jonrnd, Januairy 12, 1940. 

Parliamentary Debates, Vol. 4l4, p. 428 (October 11, 1945). 

*“ Miaistry of Health, Statement; The Amount in the Pound of Local Rates, 
1930. 
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That is to say, rateable values increased as of April i, 1929, 
by 13.5 per cent; whereupon derating went into effect October 
1, 1929 , and reduced the rateable values by 12 per cent. In a 
sense, therefore, local governments were simply back where 
they started; their gains through the new valuation offset their 
total losses through derating. Yet in the literature and Parlia- 
mentary discussions this point is never raised. The local associa- 
tions measure their losses from April, 1930, and ignore the fact 
that their aggregate position was virtually unchanged. Not only 
was their position unchanged but the local governments now 
received a block grant from the Exchequer ostensibly to recoup 
them for rate income lost by derating. This conclusion is 
supported by the data on rateable value for the years in 
question. 

Rateable Value: England and Wales 

April, 1927 £258,879,000 

April, 1928 267,639,000 

Apiil, 1929 291,579,000 

October, 1929 257,668,000 

April, 1939 318,828,000 

The reference must go back to April, 1927, since the new 
valuations became effective in some of the rating areas on 
April 1, 1928, and in the balance of the rating areas on April 

1 , 1929. 

To sfimmarize these points, it may be noted, first, the derating 
losses were cancelled out by valuation gains effective the same 
year, second, the block grant was added on to compensate for 
derating losses, and third, the total rateable value by 1939 had 
more than offset any derating losses. 

Another effect of derating, apart from narrowing the tax 
base and changing the relative positions of local authorities 
was to shift the cost of local government services from agricul- 
ture and industry to commercial property and private dwellings. 
The preliminary derating of agricultural land and buildings in 
1896 and 1923 removed 50 per cent and then 25 per cent of the 
annual value from the local tax rolls. Thus by 1929, 75 per cent 
of agriculture was already derated, and the Local Government 
Act simply removed the remaining 25 per cent. The situation 

'“Ministry of Health, Rates and Rateable Values (for each of the years 
indicated) . 
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at the time of the 1929 reforms as well as the effect of the two 
earlier derating acts may be observed in the following tabic. 


Pbrcentagk of Total Amounts Raised by Rates 



1893-94 

1927-28 

Land 

20.9% 

3.6% 

Railways and canals 

9.3 

4.3 

Mines and quarries 

6.1 

2.0 

Houses and factories 

63.7 

90.1 

Total 

100% 

100% 

Actual Amount Rates 


£173,456,000 


In other words, as a result of derating 75 per cent of agricul- 
tural land, houses and factories had to pay 90 per cent of total 
rates which in the thirty-five year period had skyrocketed from 
£32 million to £173 million. 

The effect of the 1929 derating may be ascertained from 
another table which is based upon rateable values in 1930-31 
rather than rates collected.*** 

A-sscssable Value Rateable Value 



Amount 

Pet cent 

Amount 

Per cent 

Agricultural Land and 





Buildings 

£ 7,460,305 

2.5 



Crown Property .... 

3,189,125 

1,1 

3,189,123 

1.2 

IndiKStry 

29,663,576 

10.0 

8,785,007 

3.4 

Preighi-Tr.Tnsport . , . 

12,577,621 

4,3 

2.937,381 

1,1 

Dwelling H()u.se.s, etc. 

242,871,530 

82,1 

242,517,799 

94.3 

Total 

£295,762.157 

100.0 

£257,429,310 

100.0 


Thus the entire share of local rates falling on agriculture plus 
the larger portion originally borne by industry and transporta- 
tion facilities has shifted to dwelling houses and non-derated 
property, mainly stores and commercial establishments. 'When 
this fact is set alongside the increase in average rate poundage 
from lOr. lOd. in 1932 to 13^. lOd. in 1942, the magnitude of 
the burden shifted is evident. 

As noted in earlier chapters, the amount which fell on the 
Exchequer, £22 million or that part of the block grant ear- 
marked for loss of rates, was raised by increasing national taxes 
on consumption, especially a Ad. levy on gasoline.** 

Abel, W. O. Atkinson, and C. H. Pollard, Derating (London, lp45), 

p. 7. 

““ Ibid., p. 7. 


““ Above, p. 66. 
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In brief, the derating provisions of the Local Government 
Act shifted both the burden as of 1929 and future rate burdens 
of agriculture, industry, and transportation. The incidence of 
the then existing burden was shifted to national taxpayers 
through consumption taxes; the incidence of the future burden 
was shifted to other ratepayers in the community for they were 
forced to absorb the increasing rate poundage. 

Criticism has frequently been directed at the reimbursement 
feature for rate losses due to derating, since they were calculated 
as of 1928-29. The total loss amounted to £22,292,203 and was 
stabilized at the sum indefinitely; thus the General Exechequer 
Contribution for 1943-46 includes the same sum for derating as 
it did in the first year 1930-31. No regard has been given to 
increases or decreases since 1928-29 in the annual value of 
derated properties, or rates levied in the pound, or general price 
levels. The local associations argue that if derated properties 
have increased in value through the years, the hypothetical loss 
due to derating has increased; consequently larger amounts 
should be contributed by the Exchequer to the pool from which 
the block grant is paid. 

First, in the case of agricultural properties the trend in value 
over the ten-year period from 1929 to 1939 cannot be ascer- 
tained since agriculture has been removed from the Valuation 
Lists. But in view of the decline in agricultural prosperity 
during this period it seems unlikely that any over-all increase 
would have taken place. To this extent local authorities have 
actually gained by the fixed loss factor in the block grant, and 
were it to be recalculated at 1939 values, the hypothetical loss 
in rates would be smaller than they are now receiving from the 
Exchequer. This is true, a fortiori, in those instances where land 
once rated for agricultural purposes has been absorbed into 
housing projects, For such land the local authority really 
collects double rates, once from the Exchequer as a derating 
loss and once from the occupier of the property on its rateable 
value as housing. 

Second, in the case of industry, it appears that rateable 
values have increased £583,744 between 1929 and 1939 or about 
7 per cent; in terms of annual value this increase would be 
£4,178,671.’“ Local authorities have been deprived of this 


'* Abel, Atkinson and Pollard, p. 11. 
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increment in their tax base while no adjustment has been made 
in the General Exchequer Contribution. It will be instructive 
to note what areas enjoyed these increases in rateable value 
since the increase was not uniform throughout the country. 

Industrial Rateable Value 


(£ 000 ) 

1930 1939 Net Loss Net Gain 

Counties 4,104 4,615 12.4% 

County Boroughs 3,441 3,186 7.4% 

London 1,240 1,568 26.4 


8,785 9,369 6.6% 

When examined in detail it appears that the financially 
stronger local authorities enjoyed many of the gains while some 
of the highly rated and distressed areas worsened their position 
by losing large portions of their already scarce rateable value. 

Changes in Industrial Rateable Value for Selected Counties and 
County Boroughs 
1930-1939 

Gains Lo.sses 




1939 Rate 


1939 Rate 

Counties 

Percentage 

Poundage 

Percentage 

Poundage 

Buckingham . 

. 87% 

121. 2d. 



Essex 

. . 109 

I4r. \d. 



Middlesex . . . 

. . 94 

12r. 2d. 



Surrey 

. . S3 

lOr. 5 A 



Durham 




16% 

20 f. 8d, 

Lancaster . . . . 



16 

I4j, U. 

Monmouth . . . 



12 

21r. 5A 

Glamorgan . . 



24 

23r. id. 

County Boroughs 





Coventry • • . . 

. . 50% 

(id. 



Croydon 

. . 129 

Ur. 4 A 



Derby 

. . 48 

15r. 2 A 



Southampton . 

.. 64 

Ur. 9A 



Bolton 



29% 

l6r. Od. 

Bradford , , , . 



52 

ns. Id. 

Merthyr Tydfil 



61 

30i. 6A 

Oldham 



46 

17r. Od. 


As the above table indicates it was invariably the more pros- 
perous cities and counties already enjoying low rate poundages 
that attracted new industry. In the case of Croydon and Essex 


Ibid,, p. 58. 


’’Ibid., p. 12. 
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County the rateable value more than doubled in the ten-year 
period. The poorer areas with high rate poundages were the 
areas which could least afford reductions, yet suffered sizable 
losses in industry. 

This suggests the conclusion that the poor areas are better 
off with a fixed block grant factor for loss due to derating. 
Were the losses to be recalculated on the basis of 1939 rather 
than 1928 their reimbursements would be drastically cut. On 
the other hand those local authorities which complain that their 
derating reimbursements do not take account of increased values 
are evidently the ones best able to forego the additional revenue. 

Third, in the case of freight-transport properties the aggre- 
gate picture is just the reverse of that described in the case of 
industry. Rateable values declined by £997,600 or 34 per cent 
which would be equivalent to a shrinkage of £4,096,702 in 
annual value. In this instance, however, the losses are more 
evenly distributed over the country than is the case in industry. 

FRErGHT-TnANSPORT Rateable Value®'' 

(Thousands of Pounds) 


1930 1939 Net Loss 

Counties £1,583 £ 978 38% 

County Boroughs 725 472 35 

London. 629 490 22 


2.937 1.940 34% 

This sharp drop in rateable value was not a result of reduced 
facilities but followed from a legal decision on the basis of 
assessment laid down by the courts in the Southern Railway case 
and upheld by the House of Lords. As the details of this case 
are not relevant here it will suffice to say the decision cut the 
annual value of railroads in half, from £10,340,000 to 
£5,125,381 and of this latter sum, 25 per cent or £1,281,345 
was subject to local rates. Insofar as railroads are concerned, 
they now pay rates on only one-eighth instead of one-quarter of 
the annual value contemplated in the 1929 act. 

Notwithstanding these losses the block grant factor continues 
unchanged. Hence local authorities as a whole are benefited by 
keeping the reimbursement for derating as it was originally 


’‘’’Ibid., p, 64. 
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calculated at 1928 levels, instead of recalculating it on the 
basis of 1939. 

It appears from the foregoing that while industry increased 
its annual value by £4,178,671 the freight-transport loss of 
£4,096,702 virtually cancels the gain. Therefore local govern- 
ments will break even in the aggregate. Thus to abolish 
derating or to substitute annual values as of 1939 would have 
a negligible effect on rateable resources as a whole. In fact the 
situation would be made worse in view of the distribution of 
the industrial gains; while the decrease in freight-transport was 
spread fairly uniformly over the country, it does not operate to 
equalize the uneven growth in industry. The net result would 
be to reduce the gains in the gaining areas and to increase the 
losses in the losing areas, as the following table will indicate. 


Combined Changes in Industrial and Freight-Transport Rateable 
Values ior Smected Counties and County Boroughs 
1930-1939 •'’* 




Gains 

Losses 



Industry 


Industry 



and Freight- 


and Freight- 


Industry 

Transport 

Industry 

Transport 

Counties 





Buckingham . . . 

. 87% 

35% 



Essex 

. 109 

59 



Middlesex .... 

. 94 

71 



Surrey 

. 83 

26 



Durham 



16% 

23% 

Lancaster 



16 

23 

Monmouth .... 



12 

17 

Glamorgan .... 



24 

29 

County Boroughs 





Coventry 

. . 50% 

48%, 



Croydon 

. 129 

67 



Derby 

. . 48 

10 



Southampton . . 

. . 64 

31 



Bolton 



29%, 

30% 

Bradford ... . 



52 

53 

Merthyr Tydfil 



61 

59 

Oldham 



46 

45 

The conclusion which 

may be drawn 

from 

these considera- 


tions is that because of the drift of industrial development to 
the southeast counties the abolition of derating would provide 
little or no benefit to local authorities as a whole and would 


’‘’'Ibid., p. 14. 
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accentuate the existing dispersion of rate poundages to the 
disadvantage of the poorer authorities. The constant factor in 
the block grant for derating losses, instead of being subject to 
criticism by local associations should be applauded. First, derat- 
ing losses in agriculture are higher than if recalculated; second, 
industrial derating losses are higher for the poorer authorities 
on the 1928-29 base; third, freight-transport derating losses are 
much higher for all authorities on the old base because of recent 
legal decisions cutting the annual value of railroads in half. 
Therefore, since the block grant money in lieu of rate losses was 
calculated on the 1928-29 base the local governments, and 
especially the poorer ones, probably get a larger reimbursement 
than if the calculations were at 1939 levels. Another advantage 
occurred to local governments from the old base year because 
the price levels were down in the decade between 1928 and 1937 
as may be seen in the following index. 

Wholesale Prices ““ 


1913 = 

100 

1930 = 

100 

April 1928 

. 143.1 

April 1931 

. 89 1 

1929 

. 138.6 

1932 

. 86.3 

1930 

. 123.7 

1933 

, 82.8 

1931 

. 105.8 

1934 

. 87.7 

1932 

. 102.4 

1935 

. 87.5 

1933 

. 97.2 

1936 

, . 91.9 

1934 

. 102.8 

1937 

. 109.0 


Thus local authorities had the benefit of compensation based 
on a period of higher price levels than operated during the 
ten-year period. Despite this advantage of lower prices, rate 
poundages continued to rise under the pressure to expand 
services. It may well be that in tire postwar period, with its 
inevitably higher costs and prices, these rate poundages will 
rise even more. 

Up to this point, the discussion of derating has been restricted 
to the more specific economic effects which it had upon the tax 
base, the relative positions of local authorities, the incidence of 
local rates, and the consequences that might follow the abolition 
of derating. In short, it has been the effects of derating on local 
government finance. But before leaving the subject, it may be 
instructive to digress for a bit and consider the more general 


‘'‘Statistical Abstract for the United Kingdom, 82nd No., p. 255. 
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aspects o£ derating as a national policy. To what extent has 
derating, especially of industry and freight-transport facilities, 
achieved the rather ambitious objectives assigned to it? 

The basic objective outlined in 1928 was " to place the rating 
of these properties on a more rational basis,” and thereby " con- 
tribute to the revival of agriculture and the basic industries.” 
Statements in the House of Commons in 1928 by Mr. Chamber- 
lain and Mr. Churchill underscored the relief to productive 
industry as the first element in the plan which carried with it, by 
implication, relief for distressed areas. Chamberlain, after re- 
viewing the rising burden of local expenditures concluded " that 
by the effect of this inequitable rating system, carried on under 
circumstances of modern competition, we have actually involved 
in ruin some of our greatest industries.” 

It was rather curious that local rates which had primarily 
been blamed as the cause of a failing agriculture, were now the 
cause celehre of a declining world trade and industrial prestige. 
Since rates were allegedly the root of the evil, the remedy was 
clearly to derate, as had been done in the case of agriculture in 
1896 and 1923. Yet the first 75 per cent derating of agriculture 
produced such tenuous results that it is difficult to understand 
why the Government should seize upon the same panacea for 
curing industrial ills. Land for agricultural uses decreased at 
the following rate in England and Wales.'*' 

Total Agiicultura! Total Acres 

Land (Acres) Cultivated Population 


1871 26,322,000 14,946,000 22,712,000 

1913.... 27,129,000 11,058,000 36,070.000 

1929 24,711,000 9,948,000 39,952,000 


Be that as it may, the derating plan was launched along with 
the device of the block grant to adjust the distribution of the 
" new revenue.” 

The 1929 act together with its reforms was quickly engulfed 
in the depression that began in 1930 and more or less continued 
until the rearmament program of the late thirties. Derating 
could not, of course, do anything to check a slump of this 
magnitude and, unfortunately, its true effects were obscured by 

« Cmd. 3134 , p. 3 . 

Vctrliamentary Debates, Vol. 216, pp. 1149-1151 (April 26, 1928), 
Stathtkal Abstract, p. 284 and p. 4. 

13 
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the depression wave. It might even be that the derating pro- 
gram mitigated some o£ the industrial distress, and the depres- 
sion in highly rated areas may have been less severe than it 
would otherwise have been. 

This may be shown for agriculture by estimating the loss in 
income to " corn ” farmers as a result of falling prices.*® 


1925 1930 1935 1938 

"Wheat 12^. lid. 9s. 6d. 4s. 9d, S.r. 4d. 

Barley I4s. 6d. 8r. 7d. 8s. id. 13^. 7.d 

Oats IQr. Qi. 6r. lid. 6r. lOd. 8j. 6d. 

Drop in Prices Total Crop 1935 Loss in 

1929-35 (Tons) Income 

Wheat 8r. 2d. 1,623,000 £13,254,500 

Barley 6s. 5d. 656,000 4,209,333 

Oats is. 2d. 1,138,000 3,603,617 


£21,067,450 

The combined effect of all agriculture deratings has been to 
relieve the farmer of about £15 million in annual rate burdens. 
Without this, the loss in 1935 income as a result of the depres- 
sion would have been £36 million, or an amount 60 per cent 
higher than the farmers actually lost through prices alone. On 
the other hand if compared to the total product sold off the 
country’s farms in 1937-38 and valued at £224,590,000 this £15 
million amounts to 6.6 per cent. 

Any attempt to judge derating of industry is virtually 
estopped by the depression, the effects of which completely mask 
the lesser effects which might have been expected as a result of 
derating. However, attention may be called to certain studies 
which relate the rate burden to other elements in the cost of 
specific commodities. Studies by the Balfour Committee in 1927 
indicated that the extent to which rates are a burden is largely 
dependent upon the scale of operations, that is, the ratio of 
actual to potential output.** Like any fixed charge, rates may 
constitute an undue proportion of the cost of production when 
output is declining. 

One such study made by Manchester University in an Indus- 

” Abel, Atkinson and Pollard, p. 26. 

“ Balfour Committee Report on Industry and Trade, published in Factors in 
Industrial and Commercial Eficiency, Part I, 1927. 
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trial Survey of the Lancashire Area provides the following 
table. 

Local Rates Expressed as Percentage of Selling Price of Production 


1930 

Based on Based on 

1927 Actual Output 1927 Output 

Cotton Spinning 0.68% 0.21% 0 13% 

Cotton Weaving 0.32 0.13 0.07 

Textile Machinists 1 30 0.93 0.33 

Biscuits 0.72 0.14 0.16 

Pieserves 0.48 0.15 0 12 

Flour 0 18 0.04 0.03 

Motor 0.17 0.02 0.05 


Comparing tlie figures in the second and third columns will 
show the extent to which the relief due to derating was affected 
by the decline in production. Nonetheless for depressed indus- 
tries like cotton the gain was impressive. On the other hand, 
for industries like food or motors where production either 
remained constant or increased, the relief was in the nature of 
a gift. In motor cars, due to the double effect of derating and 
increasing output from 1927 to 1930, the rates on a £200 cat 
were reduced from 6s. id. to lid. 

Another type of comparison might be made between rates 
and the returns on capital, A study published by the National 
Association of Local Government Offices (NALGO) in 1933 
was based on three compatisions in Middlesex County. 

Rates as a Percentage of Capital *“ 


Paid up Rates Percentage of Rates on 

Capital 1932-33 Capital 

Company £ I s. d. Derated Fully Rated 

1 850,000 821 13 4 .097% 0.388% 

2 400,000 423 17 8 .106 0.424 

3 75,000 253 15 0 .338 1.352 


Even in the most adverse case above, full rating would cost 
the company 1.3 per cent on its paid-up capital. In many other 
instances the full rate burden would be measurable in fractions 
of a per cent. Hence in comparison with the total value of the 
product or the capital employed, rates payable by a manufac- 

D. H. Chester, " Industrial Survey of the Lancashire Area,” Pmancial Cir- 
cular, June, 1933. 

Reprinted in Abel, Atkinson and Pollard, p. 33. 
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turer are a tiny and withal diminishing proportion. In evaluat- 
ing derating as a policy for declining industries, the crucial 
question would be whether the effect of such assistance in re- 
ducing selling price will be sufficient to stimulate output. Such 
a question raises a host of considerations which cannot be ex- 
plained here as they lie outside the particular scope of the 
present investigation. Before concluding this digression, it 
might be interesting to compare rate burdens in the coal industry 
which presents one of the most flagrant cases of distressed areas 
with poor cities and high rate poundages. The table below 
covers coal mined in Durham County in north England. 
Durham had an equivalent rate poundage of 20s. &d. in 1939 
and received the third largest block grant in the country, 
amounting to £1,703,000. As a result of derating, Durham lost 
29 per cent of its rateable value and by 1939 the net loss was 
still 22 per cent. 

Costs at Collieiues in Durham County " 

Hates Paid per Wages Paid per 



Tons 

Total Coat 

Ton 


Ton 

Added Coat 


Produced 

Per Ton 

Amount 

Pei cent 

Amount 

Percent 

Fully Rated 

19il 

30,816.000 

Us. Sd. 

l.Od. 

.69% 

is. 

lOd. 

62.2% 

iOd. 

1935 

25.132.000 

27.976.000 

12 9 

1.0 

.71 

7 

9 

60 8 

3.0 

1936 

12 7 

.8 

.54 

7 

8 

61.5 

2,4 

1937 

28,719,000 

13 

3 

1.0 

.63 

8 

3 

62.5 

30 

1939 

28,499,000 

15 

6 

1.2 

.64 

9 

7 

61.9 

3.6 


In the aggregate, derating brought substantial savings to the 
collieries. But when the relief is broken down to a ton basis, 
it becomes an insignificant item in the cost, and presumably in 
the price at which the coal was sold. If the collieries were again 
fully rated the added cost would be about id. per ton, or at 
1939 production, an amount equal to 2.5 per cent of the total 
cost per ton. Even this is high, for it assumes a rate poundage 
of 20r. 8d. which would doubtless be lower if the derating were 
abolished and the collieries again paid their way. 

The recent derating study by the Institute of Municipal 
Treasurers and Accountants, from which some of the above 
statistical exhibits have been drawn, reached certain conclusions. 
Since these conclusions will be given wide circulation in the 
local governments’ future attack upon derating they may be 


Abel, Atkinson and Pollard, p. 74. 
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noted here. First, the secondary objective of reducing the diver- 
gence of rate poundage between local governments was not 
achieved; indeed, to abolish derating would accentuate the 
differences. In criticism of this view, data were given earlier 
in this chapter to show the downward shift in rate poundages 
and the narrowing in the dispersion after the 1929 act. To be 
sure, the rate poundages were eventually up again, even above 
pre-1929 levels, but that can hardly be blamed on the act. The 
inexorable pressure for expanding services during the decade 
of the thirties drove rates up and would have done so with or 
without derating. 

Second, derating as a factor in promoting industrial recovery 
is difficult to evaluate in view of the overwhelming effects of 
the depression. Since rates are a fixed charge they are more 
apt to influence industry when output declines and the fixed 
charges become a large portion of total cost. However, when 
reduced to a unit basis it has not been shown that derating 
lowered unit costs or selling prices sufficiently to bring an 
increase in output. Without some such effect, derating was 
simply a subsidy to industry which continued in the doldrums. 

Third, the objective of aiding distressed areas has hardly 
been achieved. Subsequent studies have pointed out that factors 
otlrer than high rates are decisive in the location of industry. 
Thus in accessibility to markets, fear of industrial unrest, the 
psychological effect of chronic depression which undermines 
business confidence and reduces purchasing power, and finally 
financial difficulties in launching new industries all outweigh 
rates as a location factor. The distressed areas continue to be 
distressed while industry continues its drift to the midlands and 
southeast regions. Between 1930 and 1939, 93 per cent of the 
new rateable value in industry was located in five already pros- 
perous counties. 

Fourth, the Exchequer compensation for loss of rate income 
due to derating is not a grant, but simply a state subsidy of 
industry. To include this amount in the block grant conceals 
its origin; it might better be viewed as a central government 
contribution in lieu of rates instead of a grant. The inclusion 
of these losses in the General Exchequer Contribution is a form 
of rate pooling. It is not too successful from the viewpoint of 
equalization because the greatest contributions to the pool come 
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from those poorer authorities which would expect to receive 
rather than contribute. However, the local government associa- 
tion’s proposal to eliminate this amount from the block grant 
and pay it directly to the authority involved is hardly a solution. 
Local conditions have altered since 1929; the war has had 
widespread effects upon the location of industry and population; 
finally to remove so large a sum as £22 million from the General 
Exchequer Contribution would vitiate its usefulness as an 
equalizer or in achieving any of the other objectives which it 
was intended to accomplish. Meanwhile, fifteen years have 
passed and the derating loss guarantee which now stands at 
50 per cent in the third period, will drop to 25 per cent and 
then disappear. By that time the entire General Exchequer 
Contribution will be distributed by the formula and the derat- 
ing losses of the more prosperous authorities will no longer be 
reimbursed. With that money available for distribution, the 
equalizing effects will appear much sharper than they do today. 



Chapter X 


SUMMARY 

The general conclusions of the investigation were stated in 
Chapter IX insofar as they related to the Local Government 
Act, 1929 , its block grant feature, and the policy of derating 
agriculture, industry and transportation. It now remains to 
summari 2 e the past fifteen years of experience under that act 
as a phase in the development of central-local relations and to 
consider briefly the shape of things to come. 

During the century of changes which go to make up the '' de- 
velopment ” of local government, it was only in the Royal Com- 
mission of 1928 that Parliament surveyed the entire problem. 
From 183d, when the Poor Law was reorganized and Boards 
of Guardians established to administer relief, to 1871, when 
the central hand was felt through the establishment of the 
Local Government Board and later absorbed in the Ministry 
of Health, to the reforms of 1880 and 1894, and finally to the 
Local Government Act, 1929, Parliament had provided only 
piecemeal legislation. It would initiate a particular service each 
time, grafting it on the old structure without considering too 
closely whether or not the structure was able to support it. 
Much of the legislation was permissive, enabling the so-called 
" progressive ’’ local authorities to provide good services but 
doing little to bring the “ backward ” authorities up to the line. 
The situations which led up to the 1888 and 1929 reforms were 
often labeled " breakdowns ” in local government, though the 
term is hardly an apt one. It might better be described as 
Parliament tailoring suits of different sizes for the growing 
boy. When they burst at the seams in 1888 and 1929, by dint of 
patching and stretching with new reforms a new and larger 
suit was provided. Meanwhile boards and commissions were 
puzzled by the phenomenon of the growing boy and sought by 
various means to restrain the expansion. The last effort was the 
iron suit of the block grant which presumably would enable 
local authorities to stand on their own feet and to compel any 
expansion to proceed slowly and systematically so that local 
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authorities might close some of the gap in services that existed 
between the rich and poor areas. Not even the iron suit pre- 
vailed, however, so again there is talk of " breakdown.” Local 
government generally would probably have become an urgent 
political problem in the 19d0’s; however, the war intervened 
to postpone the inevitable review, and the situation has become 
all the more acute. As a final fillip, measures for reconstruction 
in social insurance, health, education, town and country, and 
housing, with their cumulative load on local budgets, have 
brought central-local relations to another impasse. In brief, 
local governments ace strongly resisting further increases in 
rates while the Treasury is equally adamant about granting 
blank checks. 

Out of this pattern of expansion, restraints, and further 
expansion, five main tendencies in the development of local 
government may be observed. First and foremost there was the 
gradual shift in emphasis from regulation to welfare, a primary 
purpose of local government. In the early view, local govern- 
ment was primarily an agency for the abatement of nuisances. 
Hence the Poor Law and relief functions were localized to check 
the nuisances from extreme poverty; the health functions arose 
from the abatement of unsanitary conditions and the reduction 
of epidemics; still other functions were designed to deal with 
the nuisances arising from crimes, public roads, and so on. But 
as the local authorities acquired a reforming spirit, or had it 
imposed on them from Parliament, tire range of power ex- 
panded. Instead of abating nuisances, it was felt that local 
governments should alleviate sickness and protect health, 
provide education, maintain streets in better condition, offer 
good housing, expand the social amenities and utility services, 
and raise relief above subsistence levels. To meet the criticism 
of " extravagance ” levelled by central boards and commissions, 
they hit upon the convenient doctrine of local, semi-national, 
and national services. It simply remained then to convince 
Parliament that a service was " semi-national ” whereupon the 
Exchequer gates were opened. 

The second tendency was the developing of local initiative 
and experimenting to meet new problems. The result was a 
widening and deepening process in local services, whereby the 
progressive authorities or, mote correctly, those with ample 
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taxable resources, could initiate new services or improve the 
quality of the old. As this process took root in certain areas, 
Parliament, given time and sufficient prodding by financially 
less able authorities, would declare certain services to be in 
the national interest. Again the Exchequer gates were opened 
for percentage grants to encourage the expansion and then for 
equalizing grants to induce the so-called " backward ” authori- 
ties to fall in step. 

The third tendency was the increasing degree of national 
regulation and control over local government services. This 
increase was the result of three factors: (l) the elimination of 
distances in matters of transportation and communication, thus 
ending the virtual isolation of many local authorities; (2) the 
rise of a national "conscience” which called for higher 
standards and greater uniformity in services; and (3) the 
increased proportion of national funds placed at the disposal 
of local authorities. This control reached its zenith in World 
War II, when “ local authorities were little more than local 
agencies of government departments from which they receive 
an ever growing volume of administrative directives,” 

The fourth tendency was the simplification in the structure 
and areas of local government. This is a relatively recent de- 
velopment since earlier expansions were achieved by creating an 
ad hoc authority to perform each function. At times of reform 
such as 1888, 1894, and 1929, certain of these ad hoc bodies 
would be abolished and their functions transferred to a larger 
authority. But once agaiir new expansions would occur and a 
new’’ set of authorities would be created, to be consolidated at 
the next overhaul ! The present movement is away from small 
units and tends to assign more and more of the basic functions 
to a relatively large organization such as the County Council. 
Such has been the history of highways, hospitals, public health, 
poor relief and now most recently, education. 

The fifth tendency has been the transfer of strategic services 
from local authorities to the central department or to some 
regional body. Thus Class I roads and unemployment relief 
■ have been completely taken away from local authorities and 
vested in the national government; the fire brigades have been 
out of local hands since the early part of the war with full 
responsibility divided among the twelve regions created for 
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wartime administration. Although the fire brigades are being 
returned to local authorities, their period of centralization will 
have profound effects upon the postwar cost and management. 

These five factors have been at work, gradually and imper- 
ceptibly changing the basic premises upon which central-local 
relations have rested in the past. The primary significance of 
the block grant in this larger sense was to break down the old 
dichotomy of local versus national services, and so shift the 
grounds for financial support. The former grounds prescribed 
that rate revenues support certain services, the performance of 
which were " duties ” of the local authorities, and income tax 
revenues support other services which were “ duties ” of the 
central government. The allocation of duties as between central 
and local governments was thus decisive, and within this 
framework the device of grants-in-aid flourished between 1834 
and 1929- The grants were often conditional and of the per- 
centage type; the conditional feature indicated the proper 
concern of the national government in seeing that its money 
was suitably applied, while the percentage feature indicated the 
proportion of national interest in the service at least by 
implication. 

With the new premise introduced by the 1929 Act the 
decisive question will no longer be. Is it a local or national 
service.? but rather. Who has the power or financial resources 
to accomplish the task.? The power will then be employed 
whether the needs are as traditionally local as street cleaning, 
fire protection, or public lighting, or as broadly national as 
trunk roads and unemployment. This emphasis on the power 
of resources points to the enlargement of many local govern- 
ment areas if their independence is to be maintained. To this 
end, the leading local associations are urging drastic overhauls 
which would greatly reduce the number of primary authorities. 
Most of the existing governments would then be left as 
secondary agents of the enlarged all-purpose authorities built 
around the sixty-two county councils and eighty-three county 
boroughs. 

The experience of World War II confirmed the value of local ' 
decisions; " The best provision is made when the local authority 
and its officers are allowed to follow their own methods pro- 
vided they are granted adequate powers and resources.” But 
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it also made dear the implication of the power thesis in the 
degree of control that was exercised. After six years of 
'' government by circular ” combined with their recollections of 
prewar conditional grants, local authorities see the handwrit- 
ing on the wall. Moreover, when this central money amounts 
to 50 and 75 per cent of the total local revenues as is true for 
many counties and several county boroughs, the institution of 
independent local government threatens to become an empty 
fiction and local initiative will wither away, 

The implications of the change in central-local premises 
introduced in 1929 have been obscured, first, because the block 
grant was only a small portion of total grant money, and second, 
the new money was only a minor item. Fully half of the block 
grant was not a grant at all but represented a central contri- 
bution in lieu of rates on industry and agriculture, and the rest 
was a lumping of several specific grants into one sum. If the 
proponents of local government have thus been loath to 
recognize the developments, the plans for postwar reconstruc- 
tion can leave no doubt as to where the road leads. As noted 
in Chapter VIII, social insurance, health and education schemes 
will eventually increase the burden on local rates by 35 per cent 
over 1938-39 levels. Yet average rates in that year were already 
back to levels preceeding the 1929 reforms, and in some cases 
were substantially higher than in 1928, 

The conclusion seems inescapable, that the situs of economic 
power will be the decisive factor for central-local relations in 
their next phase. The 1 888 reforms were based on the familiar 
distinctions between local-national services and the premise 
that independent local government implied responsibility in 
local revenues. In 1929, when financial pressures dictated 
another reform, the issue was compromised by retaining most 
of the percentage grants and introducing a small portion of 
Exchequer aid on the new premise that local services should be 
aided, where needed, from the central reservoir of economic 
power, that is, national taxation. It now appears that this hybrid 
arrangement will be supplemented in the postwar period by 
' accepting the hard fact that the situs of economic power for 
reconstruction lies in the Exchequer with its concomitant 
control. 



APPENDIX A 

PARALLEi Developments in Germany 

The development of central-local fiscal relations prior to the ascend- 
ancy of the National Socialists in 1933-34 has been effectively covered 
by Mabel NewcomerP The purpose of this appendix is simply to note 
a tew of the changes that have occurred since the Nazis came to power, 
insofar as they parallel corresponding changes in Great Britain, The 
principal item of interest is tire use of a highly complicated formula 
for division of grants between states (Lander) and local governments 
(Gemeinden) 

First of all several changes were made in the financial distribution 
between the Reich and the various states during these years, all in the 
direction of limiting the amount of money going to the states. Thus 
in 1935, the state shares in the income tax, corporation tax and turn- 
over tax were reduced if they exceeded certain amounts. The reduction 
amounted to two-thirds of the excess. 

Again in 193d an absolute ceiling was placed on the total amount 
any state might receive from these three federal taxes. Finally in 1940, 
after the outbreak of the war, a sharp change was made whereby any 
state receiving more than RM 25 per capita was reduced to RM 25, 
while any getting less than RM 17 were raised to RM 17. Thus the 
upper and lower extremes were lopped off, and all states received from 
RM 17 to RM 25 per capita. 

To meet these reductions, corresponding changes were made in the 
fiscal relations betv,'een the states and the local governments, and it is 
largely in this area that comparisons with British experience may be 
observed. In 1936 two principal changes were made: first, various 
functions supported in whole or part by the states were transferred to 
the local governments ; and second, a formula was adopted to distribute 
to local authorities a share of the Reich money received by the state. 
The shift in education cost was substantial ; for elementary schools, the 
costs of buildings and maintenance were placed on local governments as 
well as a minimum of 25 per cent of the salary costs; for high schools, 
local authorities were liable for contributions to the state. Tlien at 
least 60 per cent of secondary highways and public welfare costs were 

^ Mabel Newcomer, Ceniial and Local Finance in Germany and England 
(1937). 

“ The materials in this appendix have been, largely adapted from H. F. 
Abrahamy “ Intergovernmental Financial Relations in Contemporary Germany ” 
(1943). His work, in mimeograph form, consists primarily of long extracts 
from tlie relevant German statutes. 
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pul on local government. Highways had already been classified in 1934, 
and the support of Class I roads, deemed of military or national im- 
portance, was transferred to the Reich. National motor vehicle taxes 
were distributed among the local authorities that maintained through 
roads, 80 pet cent going to Class I and only 20 per cent to Class II 
highways. 

On the reverse side, the local real estate tax was no longer to be 
shared by the state after 1938. Thus the amount of Reich money to be 
handed over by the state varied from not less than 20 to not more than 
30 per cent of the amount received. Moreover, of this amount 75 per 
cent was to be distributed outright by formula while 25 per cent was 
set aside for an equalization fund from which emergency grants might 
be made at the discretion of each state. 

There were variations between states in the details of distribution 
though the guiding principle was determined by the Reich government. 
This principle was one of adjusting grants to the resources and needs 
of each local government and in so doing " confirm and strengthen 
individual responsibility.” All states thus distributed the money on a 
differential measure of capacity and need; Prussia was the only block 
grant example, others preferring to make theirs in the form of per- 
centage grants. Since Prussia furnishes the best parallel, attention may 
be limited to the block grant formula there employed. 

The essence of the principle was to measure the capacity and then 
measure local needs. If the needs exceeded the capacity, the local 
authority was eligible for a grant equal to one-half this difference 
(Prussia only) . On the other hand, if needs and capacity were equal, 
or the latter was larger, no grants were forthcoming. 

Measure of Taxable Capacity {Stetierkrajtmesszahl) 

In many ways the German formula vies with the British system in 
the complicity of its calculation. Whereas the British scheme measures 
capacity by rateable value, the German method calls for a measure based 
on average tax yields. Assessed values [Binheitswerte') multiplied by a 
1 per cent tax rate {Stemrtnesszahl) yield something comparable to 
what the British call the produce of a penny rate {Steiiermessbetrag ) . 
This product is determined by the Reich Ministry of Finance and there- 
fore is uniform over the entire country. Tlie local government then 
levies upon its taxable property some percentage of this norm. For 
.example, if the national rate product is set at RM 1000 for real estate 
and the local autlrority desires RM 900 in revenue, its tax rate would 
be 90 per cent and it would issue a Decree of Taxation {Stei/erbescheid) 
accordingly. Or if it required, say, RM 2000 from real estate, the local 
levy would be 200 pet cent. 
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Anolher set of rate products is calculated by the Reich Government 
for local business taxes, that is, one for profits and another for capital. 
Then the local government in its turn levies some percentage of this 
norm upon the firms located within its jurisdiction. 

An identical procedure is followed for the citizen tax, a sort of 
progressive poll tax measured according to income or property, which- 
ever is higher. Again the local authority levies on each individual some 
percentage of the national product or norm. 

The next step is, in effect, to array all the local authorities in Prussia 
according to the tax levied on each of these three classes of property. 
The median rate is then cliosen as the basis for the formula. In other 
words, assume there were only three local governments with the follow- 


ing levies: 

ABC 

Real Estate 80% 110% 130% 

Business Tax 200 250 275 

Citizen Tax 400 500 600 


The median percentage, 110 in real estate, 250 on business and 500 
on citizens became the normal measure of tax capacity. Using essentially 
this procedure, the Prussian structure established the following medians 
or weights; 


Agricultural Real Estate and Forests 80% 

General Real Estate 200 

Business Taxes (profit and capital) 200 

Citizen Tax 500 


The actual tax yields of each local authority are then weighted by 
these percentages and the results totaled to give one figure for tax 
capacity. The following hypothetical example from the official " Justi- 
fication ■' of tlie statute will make tills clear. 


Real Estate (agricultural and forest) 

Real Estate (general) 

Business Tax 

Citizen Tax 


Tax Tax 

Yield Norm Capacity 


75.300 @ 80% = RM 60,240 

259.000 @ 200% = 518,000 

140.000 ® 200% = 280,000 

36.200 @ 500% = 181,000 


Weighted Tax Capacity 


RM 1,039,240 


Measure of Need (Steuerkraftobergrenze\ 

Translated literally this term would be " upper limit of tax capacity ”• 
but it has nothing to do with tax capacity per se. Rather it indicates 
the maximum local needs that will be recognized as qualifying for 
grant, As noted in the foregoing section, if tax capacity equals or 
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exceeds this upper limit, the local government is not eligible for a 
block grant. It remains to consider the factors which go to make up this 
measure of need, though here too, unhappily, the German formula 
outdoes the British for sheer complexity. 

The first item known as the " basic factor ” is selected in such a 
way that the total sum of money available for the block grant will just 
be exhausted by the sum of the individual grants. Thus if the total 
calculated needs exceed lax capacity by more than the block grant 
available, the basic factor will be adjusted downward. It is a variable 
ifem and is calculated for each fiscal year by the Prussian Minister 
of Finance; thus it was RM 45 in 1938 and RM 47 in 1939. 

The first weight to be applied is the population itself which is known 
as the “ chief item.” Local governments are classified by si 2 e of popula- 
tion and a different percentage weight is applied to each class. 


Population Weight 

1.000 and under 63% 

2.000 90 

5.000 95 

10.000 105 

23.000 125 

50.000 135 

100.000 140 

250.000 145 

500.000 and over 150 


Weights for intermediate sizes of population are simply interpolated. 
The weight increases with size on tlie groimd that local expenditures 
per capita vary directly with size of the local government. 

The second weighting factor, known as the ” first additional item” 
is based upon the children or, under certain conditions, the proportion 
of laborers in the population. In Prussia it is children under l4 years 
of age that are counted; other states count them up to 16 years and 
still others count only children in school; one state (Lippe) has no 
weight for children. 

The normals for Prussia were as follows; 


Population Normal 

2.000 and under 26% 

5.000 25 

10.000 24 

25.000 23 

50.000 22 

100,000 and over 20 


As in the case of population, the normal figure could be derived by 
interpolation for intermediate sized local governments. The actual 
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weight is the surplus of children over each of these percentages, which 
thus serves to increase the " chief item.” A constant relation is 
established whereby each excess of .1 per cent in children brings an 
increase of .4 per cent in the " chief item.” For example, if a local 
government of 5,000 population has 25.5 per cent of its population in 
children under 14 years it has an excess of .5 per cent over the '' norm.” 
This would add .4 x 5 or 2 per cent to the amount of the '' chief item.” 

Fleie again the weight varies with the population size on the ground 
that pet capita expenditures attributable to children, for example, 
schools, increase with the size of the local government. It may be 
noted that the larger areas are favored by setting the norm as low as 
20 per cent. Presumably they will have a substantial excess which 
increases their " chief item ” or total weight. 

For local authorities with more tlian 10,000 population an alter- 
native to the children factor is offered and may be used if it produces 
a larger grant for the particular local government. The number of 
laborers together with their dependents is determined using a vocational 
classification in the census. This classification is limited to workers 
and craftsmen employed by industrial enterprises and excludes such as 
commercial employees or white collar clerks. The normal is set at 30 
per cent so any local government with a larger proportion receives a 
weight; that is .3 per cent added to the chief item for every .5 per cent 
of the surplus in labor population. 

Finally a special weight is introduced for certain communes situated 
in border districts, for example, Silesia which amounts to a flat 10 per 
cent of the " chief item.” 

These various weighting factors are then combined to ascertain the 
local government need qualifying for grant as follows: the chief item 
plus the children or labor weight is multiplied by the basic factor and 
that product multiplied by the population, for example; 

(Cl + WT) (BF) (Population) 


An illustration may be worked out with the following assumed data: 


Basic Factor 


Statutoiy 

Assumed Data Standards 


Population 10,000 90% 

Children under 14 years 2,450 2,400 

Labor population 3,050 3,000 


Since children are .5 per cent over the standard, tlie weight is 
calculated : 

5 X .004 X (90% — 30%) = 1.2% “ 


® The subtraction of 30 per cent from the chief item of 90 per cent is an arbi- 
trary factor the formula employs to cut down the full effect of the Children 
weight. 
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The labor population is also .5 per cenl over the standard and its 
■weight is calculated: 

1 X .003 X 90% = 2.7% 

Since the labor weight is larger than the children ■weight, the local 
government will use it in its calculation of need. 

The final formula thus appears as follows: 

(90 % 2 7%) X 45 X 10,000 •= 417,150 

This aggregate figure is the upper limit of need eligible for grant and 
from this sum -will be deducted the calculated tax capacity. The re- 
mainder, if any, represents the amount to be met by grant, though 
actually in Prussia, only one-half of this difference between need and 
capacity is adjusted. The piobable reason was to conserve fiscal re- 
sources, but officially it -was stated, " a complete adjustment of differ- 
ences would be contrary to the principle of self responsibility for the 
commoners.” 

The outbreak of the war in 1939 reversed the plan of grant money 
and heavy levies were placed on local governments by the Reich. These 
annual contributions expiessed as percentages of the rate produce were 
30 per cent on agricultural real estate, 60 per cent on general real estate, 
90 per cent on business taxes and 120 per cent on the citizen tax. In 
addition to these contributions, local governments had to meet 20 per 
cent of the relief cost for soldier families, though the amount was 
later cut to 5 or 10 per cent where the cumulative load became im- 
possible for many local authorities. Finally, like the British counter- 
parts, they had the costs of Air Raid Prevention and reduced yields on 
lausiness taxes. 

The points of parallel may be sumnratized ; first, the German formula 
used tax yields rather than rateable value as a measure of capacity; 
second, it recognized difference in per capita expenditure due to mere 
size of population which the British did not do; third, in the British 
system, children under five had a more substantial weight than the 
children under fourteen in Germany; fourth, the employment factor 
was not used by the Germans though the use of laboring population 
as an alternate factor probably accomplished similar results. But then 
the British weight both children and unemployed whereas the Germans 
consider only one. 

At the national level, the parallel continues since the Reich assumed 
support of Class I Roads in 1934 and the burden of public assistance 
in 1933, but otherwise the situation is reversed, for education and costs 
of other services v^'ere transferred from the larger slate units to the local 
governments. The general shift in Great Britain has been in the 
opposite direction, from small local governments to largec units such 
as the county or county borough, 


14 
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APPENDIX B 


Discontinued Grants Absorbed in Block Grant, 1929^ 


Road Fund: 

Classification grants Class I and II Roads and Bridges £ 3,158,000 

Public Health; 

Maternity and Child Welfare £1,069,000 

Tuberculosis 1,788,000 

Venereal Diseases 305,000 

Welfare Blind 126,000 

Mental Deficiency 618,000 

3,906,000 

Consolidated Fund: Local Taxation Account 

Agricultural Rates, 1923. £3,415,^76 

Cost Collection License Duties 60,000 

Customs and Excises 1,107,260 

Liquor Licenses 1,803,045 

Carriage Licenses 536,954 

Other Licenses 291,588 

Estate Duties'. 1894 Act 4,610,810 

Agricultural Rates Act 1,320,030 

13.146,963 


£20,210,963 

Subtract grants formerly on Local Taxation Account but 
now on Civil Estimates: 

Higher Education £ 807,260 

Police 3,103,121 

3.910,381 


Losses on Account Grants 


£16,300,582 


1 Civil Estimatis, Class X, 1930, p. 6. 
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APPENDIX C 

Index op Growth in Local Expenditures, 1928-1941 
(1928-29 = lOO) 



ELEMBNTAIIY 

HIGHER 

PUBLIC 

MENTAL 


education 

EDUCATION 

HEALTH 

DETICIENCY 


Total 


Total 


Total 


Total 



Expendi- 

Rate 

Expendi- 

Rate 

Expendi- 

Rate 

Expendi- 

Rate 


tures 

Borne 

tures 

Borne 

tures 

Borne 

tures 

Borne 

1928-29.... 

100 

100 

100 

100 

100 

100 

100 

100 

29-30.... 

102.7 

106.0 

105.3 

105.1 

105.2 

105.2 

106 3 

105.8 

30-31.... 

105.3 

106.6 

112.0 

114.7 

114 5 

128 5 

108,3 

135 4 

31-32... 

102 8 

108.6 

119.9 

111.9 

121.6 

136 9 

108,5 

137 6 

32-33... 

99.7 

112.0 

108.9 

109.7 

124.3 

139.7 

111.0 

140.1 

33-34 . . 

100.8 

115.4 

109.5 

112.1 

129.3 

144 5 

114.6 

143.9 

34-35... 

105.1 

110,0 

114.1 

118,9 

134.2 

150 7 

119.2 

150 7 

35-36 . . 

110.8 

122.9 

123.4 

128 4 

141.4 

158 7 

126.1 

159,5 

36-37... 

113.5 

128 3 

129.3 

133.7 

149.8 

168 9 

133.3 

168.3 

37-38 . . 

116 5 

132.0 

135.6 

139.8 

163.9 

183.2 

144.4 

183.4 

38-39. . 

118.3 

136 4 

142.6 

148.0 

174.7 

195.6 

151.0 

192.0 

39-40. . . 

116.9 

132,7 

137.6 

143.6 

172.8 

193 8 

154,5 

193.4 

40-41... 

118.4 

131.4 

137 4 

138.3 

m.7 

190.4 

159.6 

198 7 




HIGHWAYS AND 






POOR RELIEF 

BRIDOBS 

POLICE 

ALL OTHER 


Total 


Total 


Total 


Total 



Expendi- 

Rate 

Expendi- 

Rate 

Expendi- 

Rate 

Expendi- 

Rate 


tures 

Borne 

tures 

Borne 

tures 

Borne 

tures 

Borne 

1928-29... 

100 

100 

100 

lOO 

100 

100 



29-30 . . 

101.3 

100.4 

106.7 

102.1 

101.6 

102.2 

iob 

ioo 

30-31 .. 

95.7 

99.3 

110.0 

111.0 

104.5 

106.6 

106 

109 

31-32... 

91.1 

94.6 

108.8 

111.7 

104.4 

105 9 

110 

111 

32-33 . . 

97.8 

101,6 

98.1 

104.2 

101.0 

104.9 

111 

107 

33-34... 

101.4 

105.4 

97.1 

104-2 

101.0 

103.7 

114 

109 

34-35... 

108.2 

111.6 

99.6 

105-3 

104-7 

107.4 

119 

117 

35-36... 

113.0 

104.3 

102.0 

107.4 

112 

115.0 

U5 

133 

36-37... 

111.4 

102,7 

105.1 

110.2 

115-6 

118.6 

119 

136 

37-38... 

102.7 

105.8 

104.0 

109-7 

118.6 

119,9 

127 

148 

38-39... 

105.5 

109.3 

105.7 

112.3 

122.4 

133.6 

134 

160 

39-40... 

105.5 

108.9 

93.7 

101.7 

145.5 

138,2 

134 

153 

40-41 . 

93.3 

94.9 

82.4 

89-5 

159.4 

142.6 

137 

152 
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APPENDIX D 

Advances to Wax-Distressed Authorities 

(Advaaces to local authorities to enable essential services without great increase in 
rates; negative amount represent repayment.^) 


(Thousands of Pounds) 



1940-41 

1941-42 

1942-43 

1943-44 1944-45 

CouNTV Boroughs: 

Bootle 


100 

162 


-74 

Brighton 


70 

inn 

62 




Eastbourne 


167.7 

51 3 

132.9 

63 5 

East Ham 

30 

167 

171 

193 2 

110 

Great Yartnouth 

68.8 

95.9 

2 

36 

70.6 

Hastings 


58.5 

70 

54.8 

88.0 

Kingston-on-Hull. , . . 


289 

58 

-247 

100 

Plymouth 


380 

160 


220 

Portsmouth 


172 

164 


99 

Southampton 


23 

76 

16 


Swansend 

144 

516 

403 

63.3 

4.2 

Swansea 


230 

-158 


60 

Wallasey 


197.3 

-14 

-50 


West Ham 

350 

886 

492 



Boroughs; 

Aldeburgh 

1.4 

.2 





Bexhill 


87 

52.8 

28.5 

62 

Bridlington 

33,3 

12.9 

-11.0 

-4.9 

-1 5 

Deal 

44.9 


18 

14.4 

22,3 

Dover 

21.9 

78.7 

32.6 

17 

38 4 

Follcscone 

67.6 

24.8 

3 

49,4 

35.5 

Harwich 

6,7 

11 




Hythc 

Margate 

9.6 

18.3 

5.8 

Lb 

i4,8 

89,4 

89-5 

73.0 

62,1 

59.3 

New Romney 


4.9 

1,7 


80.8 

Ramsgate 

56 

109 

44.1 

43.5 

Urban Districts: 

Broadstaits. 

12.2 

29.7 

32 6 

16.6 

22 

Canvey Island 

12.7 

.5 

-2 



Clacton 

36 

73 

23.6 

-23.6 


Felixtone 


6.9 

.2 


-4 i 

Frinton and Walton — 

4.4 

12 

7,4 


3.7 

Horne Bay. 

14 

13.7 

-2.1 

S.4 


Mablethorpe and Sutton 


9.6 

-1.8 

.4 

1.5 

New Fluntstanton 

4.6 

1 



.6 

Saadown-Shanklin 


10.1 

4.4 

15.7 

15.3 

Cromer 

3.9 

2.2 

3.1 

4.1 

4.7 

Skegness 


14 

11.8 

14.6 

5 

Ventnor. . 


• ■ . » 

2.4 

2 

-4.4 

Whitley Bay , . , 


4 



-4 

Whitstablc 



5.6 

-2.2 

1.1 

^ Parliamentary Dehates, Vol, 416, pp. 351-352 (December 11, 1945) 
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6s. less 
than 8 j-. 


Sj-, Jess 
than IOj. 


lOr. less 
than lls. 


Ut. less 
than 14s. 


‘lit. less 
than 16s. 
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appendix E 

Analysis of Rate Poundages, I 929-I9451 

Local Rates Levied 



Metro- 


Non-Counev 

1944-45 

politan 

Boroughs 

County 

Boroughs 

iioroughs 
and Uroan 
Districts^ 

43-44 




42-43 



1 

41-42 



1 

40-41 



1 

39-40 


1 

1 

38-39 


1 


37-38 


1 

1 

36-37 


1 

1 

35-36 


1 

3 

29-30 


4 

10 

1944-45 


4 

4 

43-44 


4 

16 

42-43 


5 

23 

41-42 


4 

26 

40-41 


3 

21 

39-40 


2 

29 

38-39 


4 

26 

37-38 

2 

6 

47 

36-37 

35-36 

2 

4 

7 

10 

69 

91 

29-30 


7 

149 

1944-45 

43-44 

3 

6 

10 

129 

162 

42-43 


9 

185 

41-42 


10 

192 

40-41 


10 

188 

39-40 

7 

12 

187 

38-39 

37-38 

36-37 

35-36 

29-30 

10 

17 

17 

15 

15 

14 

16 

18 

19 

21 

16 

206 

250 

302 

337 

324 

308 

1944-45 

43-44 

42-43 

41-42 

40-41 

39-40 

38-39 

37-38 

12 

15 

15 

15 

16 

14 

12 

6 

20 

20 

20 

20 

21 

19 

18 

269 

265 

269 

262 

275 

279 

299 

36-37 

35-36 

29-30 

6 

6 

6 

22 

17 

17 

22 

283 

277 

261 

305 

1944-45 

43-44 

42-43 

41-42 

40-41 

11 

11 

11 

11 

10 

12 

15 

15 

14 

12 

238 

222 

219 

226 

213 


General 
Rate in 
Rural 
Districts^ 


5 
Z 

6 
5 

17 

28 

30 

54 

50 

71 

B6 

87 

79 

81 

82 

321 

171 

203 

238 

211 

155 

156 
168 
167 
183 
186 
189 
160 
149 
118 
226 
143 

136 

131 

135 

138 

120 

85 

80 ■ 

59 

53 

104 

59 

48 

46 

52 

36 
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APPENDIX E— Continued 
Analysis or Rate Poundages, 1929-1945 ^ — Continued 

Local Rates Levied 






Non-County 

Gincral 



Metro- 


Boroughs 

Rate in 



politan 

County 

and Urban 

Rural 



Boroughs 

Boroughs 

Districts’ 

Districts’ 

14r. less 

39-40 

5 

16 

202 

43 

than 16/. Ccont'd) 38-39 

4 

18 

138 

35 


37-38 

1 

19 

133 

23 


16-11 

1 

19 

117 

22 


35-36 

2 

18 

107 

14 


29-30 

1 

15 

166 

42 

Idr. less 

1944-45 

1 

27 

111 

25 

than ISr. 

43-44 

1 

24 

103 

27 


42-43 

1 

21 

92 

20 


41-42 

1 

22 

100 

21 


40-41 

1 

22 

86 

15 


39-40 

1 

18 

80 

22 


38-39 

2 

14 

67 

15 


37-38 

3 

9 

54 

13 


'b6-';,i 

2 

12 

46 

13 


35-36 

2 

10 

40 

13 


29-30 

2 

15 

60 

10 

18r. less 

1944-45 

2 

7 

48 

13 

than 20 j'. 

43-44 

1 

7 

48 

14 


42-43 

2 

10 

46 

11 


41-42 

2 

9 

41 

14 


40-41 

2 

9 

46 

13 


39-40 

2 

8 

35 

9 


38-39 

1 

8 

34 

10 


37-38 


5 

34 

4 


36-37 

1 

3 

39 

10 


35-36 


5 

32 

3 


29-30 


4 

28 

5 

20j. and 

1944-45 


3 

37 

7 

over 

43-44 


3 

34 

6 


42-43 


3 

36 

9 


41-42 


5 

42 

7 


40-41 


4 

39 

5 


39-40 


3 

53 

10 


38-39 


2 

45 

5 


37-38 


2 

26 

1 


36-37 


2 

29 

1 


35-36 


1 

26 

1 


29-30 


1 

38 

5 

1 Munktpal Yearbooky 1938^ p. 

162; 1941, p. 

140; 1945, p 

32. 



’Consolidations of local units cause some variations in the total number represented 
for different years. The totals arc as follows: 


1938-45 29 83 881 477 ' 

1937-38 29 83 902 480 

1936-37 29 83 939 487 

1935-36 29 83 949 494 

1929-30 29 83 1,038 635 
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APPENDIX F 


Wartime Grants Under Emergency Legislation 


PART I ^ 

Estimate 

OR Rate ot 

Ministry Nature of Claim Actual Geant 

F triad of Clatm: tAonihly 

Home Office Pay of Police War Reseeve E 10Q% 

M. of Food Reimbursement: Food control expen- A 100% 

diturc 


Ptriad of Claim: Qttarttrly 

M. Home Security Pay of whole time ARP personnel . . . 

Reimbursable pay; Fire Guard person- 
nel 

Pay of whole time AFS personnel . . . 

“ Removal and storage of salvaged fur- 

niture 


Registrar-General National Registration expenditure. . 

M. of Fuel and Power Fuel and Lighting Order; Retail Co.al 

Prices Order 

Period of Claim; Annual or Irregular Periods 

Home OfEce (Fire Bri- Expenditure on National Fire Service 
gades) 

M. Home Security Compensation premises taken for Civil 

Defense purposes 


” “ " '38-’41. .Air-raid general precautions expendi- 

ture (including shelters^ 

" “ " Hire of vehicles and war damage to 

private vehicles used in Civil De- 
fense 

" “ “ .Auxiliary Fire Service general expen- 

diture 

Board of Trade Expenditure of gas undertakings on 

anti-glare measures 

■■ “ " Measures to secure due function of gas 

undertaking 

'■ ■' Additional Emergency 

Equipment of gas undertakings. ..... 

■■ ‘‘ “ Air-raid shelters 

Electricity Dept, and measures to 
secure due functioning of service 

“ '■ ■■ Water Dept. Air-raid shelter 

“ " “ Water Dept, measures to secure due 

functioning of undertaking 

M. of Health Expenditure on Civil Nursing Reserve 

“ “ ■' Capital expenditure on emergency hos- 

pitals; that is, works of adaptation 
and protection of hospitals and 

’ local purchases of equipment for 

first-aid posts 

Expenditure under Part I, War Dam- 
age Act 1941; tepaits to houses 

^ Local Government Finance, Vol. 46, No. 4 (April, 1942), 


A 100% 

100 % 

A 100% 

A 100% 

A 100% 

A 100% 


E 100% 

A (Less 

Formula) 
E 100% 

A 100% 

E Formula 

A (100% of 

Shelters) 
E 100% 

A 100% 

E Formula 

A Formula 

A 50% 

A 50% and 
25% 

A 50% 

A 25% 

A 35% 

A Various 

A 35% 

A 50% and 
A 25% 

A 100% 

E 70% or 

Formula 

A Formula 

A 100% 


pp. 71-73. 
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APPENDIX F — Continued 

Wartime Grants Under Emergency Legislation^ — Continued 


Estimatb 

on 

Ministry N ature op Claim Actual 

Home Secutity Expenses incurred on measures for de- A 

terring landing of enemy aircraft 

Board of Trade Provision of air-raid shelters in com- A 

inercial buildings 

M. of Health Provision of accommodation and food A 


for persons rendered homeless by 
enemy action (1940-41 only) 

. . . .Emergency services (Rest centers, E 
emergency feeding, mobile canteens 
civilian evacuation) A 

. . , Maintenance of emergency hospitals . A 


Foreign war refugees E 

A 

Civilian evacuation (1940-41) E & A 

M. of Food Use of cold storime premises A 

Home Security Expenditure in (1938-39) on aids to A 

movement 

M, of Transport Erection of road barriers A 

" " Removal of highway signs A 

‘ ‘ " “ Brickwork for lighting of barriers ... A 


• Lighting of road barriers A 

• National registration expenditure. ... E 


Registrar-General National registration expenditure. . . . 

M, of Fuel and Power Fuel and Lighting Order; Retail Coal 

Prices Order 

M, of Health. Deaths due to war operations: burial 

expenses 

Premises requisitioned or hired for 

first-aid post, ambulance, mortuary 
or emergency hospital 

M. Health and Horae Local purchases of equipment for casu- 

Security alty and rescue services, etc., for 

example, haversacks and pouches, 
rescue equipment, medical aid posts 
in shelters, etc. 

M. Home Security Repairs to Home Office equipment: 

Auxiliary Fire Service 

M, Health and Home Subsistence and travelling expendi- 
Security tures re. investitures 

Home Security Estimated expenditure (1940-41) on 

aids to movement 


. Cleansing of public shelters 

• Clearance of debris E&A 

.Reimbursement of subsistence allow- E&A 


ances to fire guards on business 
premises (Local authority premises) 


fire guards 

" “ Camouflage painting A 

“ ‘ ' Camouflage netting A 

Electricity Commissioncts Protection of plant A 


Rath or 
Grant 
100 % 

35% 

100 % 


100 % 

100% 
100% of 
amount by 
Formula 
100 % 
100 % 
100 % 
Formula 
Formula 

100 % 

100 %, 

100 % 

100 %, 

100 % 

100 % 

100 % 

100 % 


100 % 


100 % 

100 % 

Formula 

100 % 

100 % 

100 %, 


50% 

50% 

100 % 
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APPENDIX F — Continued 

Wartime Grants Under. Emergency Legislation^ — Continued 


Ministry 
Home Secui'icy 


Estimate 

OR. Rate oe 
Nature op Claim Actual Grant 

Measures for securing due functioning . . . Approved 
of sewerage works Exp. may be 

included in 
ARP Grant 

, Claim 

PART n “ 


Ministry 

M. Home Security , . 


Home Office 


M. of Health 


M. of Food 


War Office 

M. of Agriculture 

M. of Works 

M. of Supply 


Rate op 

Nature op Claim Grant 

Compensation ; premises taken for Civil Dc- 100% 

fensc and AFS purposes 

... . Repair to War Damage to roads 100% 

Release from contracts and loss on sale of 100% 

materials — Sept. 1938 crisis 

Supplementary grant ARP (Cite. 124/42). . Formula 

Civilian deaths Exp. 1940-41 Formula 

... .Hire of vehicles 100% 

ARP . Expenditure of Commissioner of Met- To cover 

ropolitan Police District special case 

Expenditure under Part I War Damage Act 100% 

1941: Temporary works and costs of 
works payments 

Pathological Laboratories Emergency Hos- 100% less 

pital scheme charge for 

Council's 
own use 

Treatment of VD; capital exp., and main- 75% 

tenance CAdditional clinics) 

Potato acreage £10 per acre 

Restaurants and emergency feeding capital 100% 

expenditure 

Allowance for milk consumed by expectant Formula 

mothers, nursing mothers, and children 
under live, while in institutions regis- 
tered under National Milk Scheme 

Rates on premises occupied by troops to 100% 

assist Road and Debris Schemes 

Ploughing park land £2 per acre 

Land fertility schemes (lime supplied). . , . 50% cost lime 

Salvage of iron and steel; compensation for 100% 

railings removed; out of pocket expenses 

Kitchen waste scheme — cartage of waste 9<f. per ton 

food mile up to 

30 miles 


War Damage Commission. .Cost of works n. war damage to Local 
Authority Property other than houses 

" “ '■ Cost of war damage CO sewers 

Treasury Grant in lieu of rates on property occupied 

by Crown for public service 


100 % 

Agreed 
Rateable 
value as 
listed 


' Ibid., Vol. 47, No. 7 (July, 1943), p. 121, 




INDEX 


Abel, A,. W. O. Atkinson, and C. H. 

Pollard, Derating, 187-191, 194-19(5. 
Abraham, H. F., ” Intergovernmental 
Financial Relations in Contemporary 
Germany,” 204. 

Air Raid Precaution, 83-92; 

Block grant formula, 86 ; 

Rate exemption, 112 ; 

Review ARP, 95-99, 110; 

Shelter cost, 90-92, 94. 

Anderson, Sit John, 13-14, 90. 

Assigned revenues, 22-25, 27, 23, 32, 
77-7S; 

Germany, 204-205. 

Association of Municipal Corporations, 
84, 140, l4l, 144, 148. 

Balfour Commission, 24, 2S. 

Balfour Committee, Report on Industry 
and Trade, 194. 

Beveridge, William, Social Insurance 
and Allied Services, 152, 159. 
Beveridge plan, 152-157. 

Block grant; 

Deductions from, 38, 54, 70, 126, 
154, 156, 176-177; 

Early uses, 16-17, 26, 28; 

Effects on rate poundages, 168-170; 
on local economy, 170-173; 
on central control, 173-175; 
Exchequer cost, 37-39, 68, 176-179; 
Gennany, use in, 205, 209 ; 
Objectrves of, 33, 36, 59, 72, 165- 
175; 

Original financing of, 32-34, 64-68; 
Shift tax burden, 187; 

Transition period, 34-35, 64-68; 
Wartime use, 86, 119. 

Bowen, Howard R., English Grants in 
Aid, 11. 

British Restaurants, 108. 

Capitation grants, 16, 53-63; 
Alternatives, 59-60; 

Criticisms of, 58-59, 62; 

Postwar, 181. 


Central control, 27, 61, 75. 76-81, 173- 
175, 201; 

Postwar, 130, 151 ; 

Wartime, 85, 89, 91, 96. 

Chamberlain, -Sit Neville, 36, 80, 193. 
Chester, D. H., ‘'Industrial Survey of 
the Lancashire Area," 195. 

Children weighting factor, 40-41, 51, 
157-158; 

Germany, 207. 

Churchill, Winston, 14, 64, 66, 193. 
Circulars; 

Air Raid Precautions, 90; 

Education, 104; 

Finance, 1 08 ; 

Fire Brigade, 101 ; 

Health, 113; 

Home Security, 92, 94 ; 

National Frre Service, 102. 

Civil Defense Act, 100, 104, 106, 108; 
Effect on rates, 96-98; 

Review of, 110. 

See also, Air Raid Precaution, Per- 
sonnel, Shelter cost. 

County Councils Association, 84, 140- 
141, 144. 

Criteria, see Grants. 

Deficiency grants. 54, 58, 67, 115, 177. 
Depressed areas, 52, 71-73, 78, 139, 
196. 

Derating, 25, 29, 63, 65, 75; 
Agriculture, 25. 28-30, 65, 193-194; 
By local unit, 189-191; 

Evaluation of, 197 ; 

Industry, 30-31; 

Review of effects, 182-198; 

Shift tax burden, 50, 66, 71, 187- 
188; 

Transport, 29-30. 

Discretionary power, 79, 80-81, 181, 

Economist, The, 121, 128, 131, 135, 
146, 157, 164, 174, 182, 212. 
Education: 

Grants, 15-18, 32, 104, 172, 174; 


219 



220 


Index 


Postwai reforms, 137-138, 154, 162- 
164, 

Equalization, 10, 17, 23, 33, 36, 39, 

43, 50, 52, 55, 72-75, 121, 124, 142, 

152, 158. 179-180, 198. 

Evacuation, 103-106, 118, 

Exchequer, burden on, 37-39, 64-68, 

157, 160, 164, 179. 

Expenditures, local; 

Causes of increase, 69, 125, 137, 
153; 

Economy in, 11-12, 26, 169, 172, 
199; 

Index of growth. 211; 

Parliamentary committee on, 11-12, 
110 ; 

Standards of service, 13-14, 27, 71, 
78. 142, 156; 

Wartime effects, 126. 

Fire Brigades, 100-103, 126. 

See also, National Fite Service. 

Fiscal capacity: 

Germany, 205-206. 

Measure of local, 17, 36, 40, 42-43, 
45-46, 55, 70, 146-147, 158, 180. 

Formula, factors in, 35-36, 80; 

Beveridge plan, 157-159; 

Germany, 204-206; 

Normal weights. 39, 4o, 42-44, 49; 
in Germany, 206; 

Time period, 37; 

Wartime use, 86, 119. 

See also, Children, Population, Rate- 
able Values, Sparsity, Unemploy- 
ment. 

Geddes Committee, 26-27. 

General Exchequer Contribution, see 

Block grant. 

Germany, 204-209. 

Goschen system, 23-25. 

See also, Local Government Act, 
1888. 

Grants: 

Classification of, 9-10; 

Criteria, 16-19, 25-27, 60, 202; 

Objectives, 15, 33, 78. 

See also, Block grant; Equalization; 
Need, measures of; Penny rate, 
product of. 


Great Britain, Parliament; 

Civil Estimates, 210; 

Command Papers: 

An Analysis of the Sources of 
War Finance and Estimat'^s of 
the National Income and Expen- 
diture in the Years 1938-1944, 
Cmd 6623, 130, 133, 164; 

Committee on Local Expenditure, 
Report, Cmd 4200, 12, 33; 

Distribution of Industrial Popula- 
tion, 134; 

Educational Reconstruction, Cmd 
6458, 162; 

Local Goveinment in England and 
Wales during the Period of Re- 
construction, Cmd 6579, 136, 
137. 139; 

National Health Seivice, Cmd 
6502, 160; 

Nurses Salaries Committee, Cmd 
6424, 173; 

Proposals for Reform in Local 
Government, Cmd 3134, 182; 

Report of the Committee on Land 
Utilization, Cmd 6378, 14; 

Report of the Result of the Inves- 
tigation into the Working of the 
Financial Provisions of the Air 
Raid Precautions Act, 1937, 
Cmd 6456, 97; 

Sacral Insurance, Cmd 6550, 156, 
159, 160; 

Social Insurance and Allied Ser- 
vices, Cmd 6404, 152, 159. 

House of Commons: 

Local Government Bill No. 38, 
179, 180; 

Report on Result of Investigation 
under Section 110, 52; 

Select Committee on National Ex- 
penditure, Report, 110, 111. 

Parliamentary Debates, 14, 31, 84, 

92. 93. 109, 120. 122, 124, 138, 

174, 182, 185, 193. 

Guarantees: 

Derating losses, 35, 43, 56-57, 60, 

63, 75, 177, 184, 188, 192; 

Losing and gaining areas, 54-55, 72, 

96, 115, 120. 



Index 


221 


Hawticy, R. G, 129-130. 

Health: 

Giants, 26; 

Insurance, 159-162, 164, 174; 

Postwav cost, 137-138, I6l, 172. 
He.allh, Ministry of: 

Annual Repot, 72, 176; 

Cuciilat!, 113; 

Local Government Financial Statis- 
tics, 73, 74, 135; 

Rates and Rateable Values, 113, 114, 
117, 186; 

Statement: The Amount in thePound 
of Local Rates, 183, 185. 

Hicks, J. R., 155, 156. 

Hicks, J. R. and U. K , Manchester 
Statistical Society, Transactions, 153, 
155-156. 

Hicks, Ursula K,, 

Finance of Butish Government, 1920- 
1936, 69, 71, 76-78, 

Highway grants, 19-20, 172. 

Hospitals, 106-107, 110. 

Institute of Municipal Treasurers and 
Accountants, 39, 196, 

Joint Boards, 134, 

Kempe Committee, 26. 

Labor Pnity reforms, I4l, 143-145. 
Lanibie, Morris B,, 80. 

Local Government Act 1888, 22-27, 32, 
69, 76-77. 

Local Government Act 1929, 28-63; 
Central controls, 79-81; 

Evaluation of, 165-175, 182; 
Financing of, 64-68 ; 

Local finances, 69-75 ; 

Purposes, 29, 72; 

Wartime changes, 82, 178. 

Local Government Act 1937, 41, 44, 
47, 49, 54, 57, 178. 

Local Government Act 1941, 82. 

Local Government Act 1946, 179. 
'Local Government Chronicle, 13, 30, 
103, 124. 

Local Government consolidation, 18, 
22, 31-32. 78, 134, 142, 201. 

See also. Regionalism. 


Local Government defects, 141-143. 
Local Government Finance, 69, 92, 94, 
96, 98. 104, lOS, 113, 115, 118,120, 
126, 127, 129-132, 139, 141, 148, 
150-152, 158, 163-164. 173, 175, 
215, 217. 

Local Government functions: 

Germany, 204 ; 

National or local, 13, 15, 17-19, 24, 
26, 77, 81, 83, 85, 98, 116, 130, 
182, 200; 

Transfer of, 19, 32, 53, 67, 70, 83, 
101, 132-133, 136-137, 140, 153, 
157, 174, 201. 

See also. Nationalization of services; 
Regionalism. 

Local Government revenues, 12, 72, 96, 
151; 

Block grant, 166; 

National income, 129; 

Rates and grants, 37-39, 61-63, 72- 
74, 81, 138, 167, 203; 

Wartime, 125. 

Local Government Service, 135-136, 
140-141, 144-145, 147. 

Location of industry, 197. 

Lyihgoe, James, Manchester Statistical 
Society, Trantactions, 168. 

Manchester Statistical Society, Trans- 
actions, 153, 155-156, 168. 

Meston Committee, 27. 

Morton, Walter A., British Finance 
1930-1940, 68. 

Municipal Journal, 84-85, 87, l40-l4l, 
153, 185. 

Municipal Yearbook, 88, 92-93, 95, 98, 
105-106, 109, 126, 140-141, 166- 
167, 183, 2l4. 

National Association Local Government 
Officers (NALGO), I4l, 144, 195. 
National Fire Service, 101, 125, 135. 

See also, Fire Brigades. 

National income, 128-131. 

National Tax Association, Proceedings, 
9. 

Nationalization of services, 101-103, 
136, 175, 201; 

In Germany, 205. 



222 


Index 


Need, measure of; 

Local, 13, 16, 31, 33, 36, 40, 45-46, 
48-49, 53, 60-62, 72, 87; 

In Germany, 206. 

See also, Fiscal capacity; Bxpendi- 
tmes. 

Newcomei, Mabel: Centtal and Local 
Finance in Get many and England, 
11, 36, 72-73, 204. 

Non-County Borough Association, l4l, 
149-151. 

Penny rate, product of, 17, 61, 86-88, 
96-97, 101, 115, 119-120, 124, 
146, 180; 

Germany, 205. 

See also, Fiscal capacity. 

Percentage grants, 12, 17-18, 20, 25-27, 
32, 43, 46, 62-63, 79, 169, 173; 
Absoibed in block grant, 210. 
Personnel, Local Government: 
Beveridge plan, 152; 

Wartime costs, 89, 93-95, 101, 110. 
Police grants, 16-18, 172. 

Poor relief, 46, 60, 126, 132, 153. 
Population basic factor, 39; 

In Germany, 207. 

Postwar reforms: 

Block grant, 138-139 ; 

Defects of local government, 141- 
143; 

Interim period, 179-181; 

Structure local goveriunent, 143-151. 

Rate burden, 52, 59-62, 69-70, 97-98, 
116-120, 122, 131, 133, 137, 155, 
163, 167, 187; 

Capital yield, 195. 

Effect on cost of production, 194, 
196; 

Rate poundages, 30, 69-70, 73-74, 88, 
96, 116-118, 155-156, 168-171, 
183, 197, 213-214. 

Rateable Values, 70, 74, 112, 122; 
Lost in derating, 30-31. 33, 183, 185- 
186, 188-192; 

Weighting factor, 42-44, 59, 158. 
Reconstruction cost: 

Financing of, 137-139, 143; 

Real resources or money, 127-131. 


Reconstruction plans; 

Local Government Associations, 140- 
141; 

White Paper, 134-139. 

Regionalism, 101, 112, 134-136, 147- 
148. 

Relief of Rates, 54-55, 72 ; 

Civil Defense costs, 98, 115; 

Effect of block giant, 35, 167. 

Rural District Councils Association, 53, 
56, 73, I4l, 149-150. 

Scott Report, 14. 

Shelter cost, 90-92, 98, 110-112. 

See also. Air Raid Precaution, Civil 
Defense Act. 

Social Services, cost of, 130-131, 137, 
158, 159-162. 

Sparsity weighting factor, 48-50, 158. 
Statistical Abstract of the United King- 
dom, 68, 166, 192-193. 

Statutory Rules and Orders: 

Defense Regulations, 100, 114, 118; 
Local Authorities, 108. 

Supplementary grants, 54-55, 58-59, 80- 
81, 83, 177-178. 

Sykes, Joseph, Study in English Local 
Authority Finance, 75. 

Unemployment: 

Germany, 208; 

Relief, 44-46, 70. 153, 172, 177; 
Weighting factor, 44-48, 51, 157. 
Urban District Councils Association, 
53, 73, 78. 141, 149-151. 

Valuation for rates, 42, 70, 112, 185- 
186. 

See also. Rateable values. 

War Distressed Areas. 114, 118-124; 

Advances to, 212. 

Wartime grants, 96, 104, 107 ; 

List of, 215-217; 

Reduced revenues, 115-116, 

See also. Air Raid Precaution; Civil 
Defense Act. 

Weighting factors, Children; For- 
mula; Rateable value; Sparsity; Un- 
employment. 

Wholesale prices, 192, 194, 



THE JOHNS HOPKINS UNIVERSITY 
STUDIES IN 

HISTORICAL AND POLITICAL SCIENCE 


i 


i 


SIXTY-FIFTH SERIES (1947) 
(Complete in two numbers.) 

I. British Block Grants and Central-Local Finance, 

By Reynold E, Carlson. 

II. Landowners and Agriculture in Austria, 1815-1848. 

By Jerome Blum. 




y f 


A subscription for the regular annual series (about 600 pages) 
is $5.00. Single numbers may be purchased at special prices. A 
complete list of the series is given on pages vi-xii, 



THE WALTER HINES PAGE SCHOOl. OF 
INTERNATIONAL RELATIONS 


THE PROTECTION OF NATIONALS: A Study m the Application of Inter- 
national Law. By Frederick Sherwood Dunn. 238 pages, $2.23 

"I can comment only in superlatives. It is splendid, perfectly splendid! ” 

— Edwin D. Dickinson, Unharsny of Mici/gan Law School 

THE RUSSO-JAPANESE TREATIES OF 1907-1916 CONCERNING MAN- 
CHURIA AND MONGOLIA. By Ernest B. Price. 176 pages, $1.73 
■' Invaluable to schol.-irs seeking a clearer understanding of the present conflict 
of interests between the Soviet Union and Japan." — 'Lhe Nation 

A STUDY OF CHINESE BOYCOTTS with Special Reference to Their Economic 
Effectiveness. By C. F, Remer with the assistance of William B. Palmer. 

318 pages, $2.73 

This volume " will be of interest not merely to the student of the commerce 
and politics of the Far East, hut also to political scientists generally." 

— Tyler Dennett, American Political Science Review 

A VIEW OF EUROPE, 1932: An Interpretative Essay on Some Workings of 
Economic Nationalism. By Paul van Zeeland. 162 pages, $1.73 

" The book will commend itself to many general readers and not a few 
specialists." — John Donaldson, 

Annals of the American Academy of Political and Social Science 

MANIFEST DESTINY: A Study of Nationalist Expansionism in American 
History. By Albert K. Weinberg. 372 pages, $4,50 

" If it IS true that the world is on the verge of a new epoch in imperialism, 
initiated by the Japanese invasion of China and the Italian crusade against 
Ethiopia, then the publication of this book is both timely and embarrassing . . . 
because it reveals that the United States, now definitely hostile to expansionism 
On the part of other nations, has justified the taking of territoiy in the past by 
arguments even more shoddy than those today advanced by Italy or Japan " . . . 

— Raymond Leslie Buell, New York Herald Tribune Books 

INTERVENTION, CIVIL WAR, AND COMMLINISM IN RUSSIA. April- 
Decembbr 1918: Documents and Materials. By James Bunyan. 

610 pages, $4.30 

" The volume covers the critical months of 1918, when everything seemed to 
indicate that the Soviet government, established in Moscow, had no chance to 
survive.” — Leonid I. Strakhovsky, The Journal of Modern History 

THE ORIGINS OF THE FOREIGN POLICY OF WOODROW WILSON. 
By Harley Notter. _ 702 pages, $4.30 

To examine the foreign policy of President Wilson is to examine one of the 
most decisive factors in the contemporary history of the United States and of the 
world. 

THE UNITED STATES AND SANTO DOMINGO 1798-1873. A Chapter in 
Caribbean Diplomacy. By Charles Callan Tansill. 497 pages, $3,30 
Dr. Tansill has made effective use of the records in the Foreign Offices of 
France, Germany, and Great Britain, together with materials taken from the 
manuscripts In the Department of State and other American sources. 

THE ORIGIN OF MANCHU RULE IN CHINA: Frontier and Bureaucracy as 
interacting Forces in the Chinese Empire, By Franz Michael. 

135 pages, map, $2.00 

Mr. Michael shows just what really happened during the last " barbarian " 
conquest of China, when the Manchus set up a dynasty that lasted from 1644 lo 
the founding of the Chinese Republic in 1911. And by so doing he shows the 
vital difference between past invasions and conquests of China and the much 
mote sinister "New Order" of institutional ited helotry which Japan is trying 
to create in the lume of a " Greater East Asia." 


THE JOHNS HOPKINS PRESS • BALTIMORE 18 

ii 





ALBERT SHAW LECTURES ON 
DIPLOMATIC HISTORY 

Dndisii the Auspices oh' the Wai/tbe niHEs Page 
^ School ob Intebnai-ional Relations 

Duodecimo, cloth 

1800. John U. LatanA The Diplomatic Relations of the United States 
and Siianiah America. lOOO. (Out of print.) 

1900. James Morton Callahan. The Diplomatic History of the Southern 
Confederacy. 1901. (Out of print.) 

1900. Jesse Sidhall Reeves. American Diplomacy under Tyler and Polk. 
1007. (Out of print.) 

1907. Elbert Jay Benton. International Law and Diplomacy of the 
Spatiiah-American War. 1908. $1.75. 

1909. Ephraim Dotiolass Adams. British Interests and Activities in 
Texas, 18.98-1810. 1910. (Out of print.) 

1911. CwARLUs Oscar Paullin. Diplomatic Negotiations of American 

Naval Officers, 1778-1883. 1912. $2.25. 

1912. Isaac J. Cox. The West Florida Controversy, 1798-1813. 1918. 

(Out of print ) 

1013. William R. Manning. Early Diplomatic Relations between the 
United States and Mexico. 1916. (Out of print.) 

1914. Frank A. UpnvKE. The Diplomacy of the War of 1812. 1916. (Out 
of print.) 

1917. Payson Jackson Treat. The Early Diplomatic Relations between 
the United States and Japan, 1853-1805. 1017. $2.76. 

1021. Percy Alvin Martin. Latin America and the War. 1025. $3.60. 
1923. Henry Merritt Wristok. Executive Agents in American Foreign 
Relations. 1929. $5.00. 

1020. Samuel FLAOa Bemis. Pinckney’s Treaty: A Study of America’s 
Advantage from Europe’s Disti’oas, 1783-1800. 1920. Second 

printing 1941. $3.00, 

1027. Bruce Wii LIAMS. State Security and the League of Nations, 1027. 
$2.75. 

1928. J. Freu Ripi’Y. Rivalry of the United States and Great Britain 
over Latin America, 1808-1830. 1920, $2.75. 

1930. VfoTOR ANDRits Belaonde. Bolivar and the Political Thought of 

the Spanish American Revolution. 1938. $3.50. 

1931. Chaiiles Gallan Tansill. The Purchase of the Danish West 

Indies. 1932. $3.60. 

1932. Dexter Perkins, The Monroe Doctrine, 1820-1807. 1933. (Out of 

print.) 

1933. Charles Seymour. American Diplomacy during the World War. 

1034. Second printing 1942. $3.00. 

1935. Frank H. Simonds. American Foreign Policy in the Poat-war 
Years. 1036. $2.00. 

1930. Julius W. Pratt. Expansionists of 1898, The Acquisition of 
Hawaii and the Spanish Islands. 1930. $3.00. 

1937. Dexter Perkins. The Monroe Doctrine, 1867-1907. 1937. $3.50. 

1938. Arthur Preston Whitaker. The United States and the Independ- 

ence of Latin America, 1800-1830. 1941. $3.75. 

1039. William Spenoe Robertson. France and Latin-American Independ- 
. cnee. 1939. $3.75. 

19^1, Thomas A. Bailey. The Policy of the United Slates toward the 
Neutrals, 1017-1918. 1942. $3.50. 

1942. Wilfrid Hardy Calloott. The Caribbean Policy of the United 
States, 1800-1920. 1942. $3.50. 

1940. Malbonb W. Obakam. American Diplomacy in the International 
Community, 1948. $3.25. 

iii 



A REPRINT OF ECONOMIC TRACTS 

Founded by JACOB H. FIOLLANDER 

Octavo, Paper 

The first series and nimihors one, three and four of the second wore out of print 
for many years hut due to a Bontinued demand tor them tliey have bean raprinted 
by planograph. 

First Series 

1. Three Letters on “ The Price of Gold.” By David Eicaruo. London, 1809. ffl.OO. 

2. An Inquiry into the Nature and Progress of Rent. By T. E. Mautiius. Lon- 

don, 181(). $1.00. 

3. Essay on the Application of Capital to Land. By Edward West. London, 

1800. $1.00. 

4. A Refutation of the Wage-Fund Theory. By Francis D. Lonqe. London, 

1800. $1.00. 

Second Series 

1. Discourse of Trade. By Niohoeas Barbon. London, 1090. $1.00. 

2. Several Assertions Proved. By John Asoill, London, 1000. (out of print). 

3. Discourses upon Trade. By Dudley North. London, 1091. $1.00. 

4. Englands Interest and Improvement. By Samuel Fortrey. Cambridge, 1003. 

( out of print ) . 

Third Series 

1. The Querist, containing several queries proposed to the consideration of the 

public. Parts I, II, III. By Georqb Berkley. Dublin, 1735-37. $1.00, 

2. An Essay on the Governing Causes of the Natural Rate of Interest; wherein 

the sentiments of Sir William Petty and Mr. Locke, on that head, ate 
considered. By Joseph Massie. London, 1750. 50 cents. 

3. Money answers all Things: or an essay to make money sufSciently plentiful 

amongst all ranks of people, and increase our foreign and domestlck trade. 
By Jacob Vanderlint. London, 1734. $1.00. 

4. An Essay on Ways and Means for Raising Money for the support of the 

present war, without increasing the public debts. By Francis Fauquier, 
London, 1750. 50 cents. 

Fourth Series 

1. Letters of John Ramsay McCulloch to David Ricardo, 1818-1823. $1.00. 

2. Observations on the Effects of the Corn Laws and of a Rise or Fall in the 

Price of Corn on the Agriculture and General Wealth of the Country. By 
T. H. Malthus. London, 1814. $1.00. 

3. Observations on the circumstances which Influence the Condition of the 

Labouring Classes of Society. By John Bartow. London, 1817. $1.00. 

4. Two Letters on the Measures of Value Contributed to the Traveller (London) 

in December 1882. By John Stuart Mill. $1.00. 

Fifth Series 

1. Two Tracts by Gregory King: 

(a) . Natural and Political Observations and Conclusions upon the State and 

Condition of England. 1000. 

(b) . Of the Naval Trade of England A° 1688 and the National Profit then 

arising thereby. 1 097. MS. 

Edited with an Introduction by George E. Barnett. $1.,50 

2. Natural and Political Observations Mentioned in a following Index and made 

upon the Bills of Mortality. By John Qraunt. London, 1G70. 

With an introduetion by Walter F. Wtlloox. $1.25. 

3. Two papers on the Degrees of Mortality of Mankind. 1693. By Edmund Hallidv. 

Introduction and notes l)y Lowell J, Eeed. $].2.5. >■ 

4. (a). A Memorial Concerning the Coyn of England. 169,5. MS. (b). A Memo- 

rial! Concerning Creditt. 1696, MS. Two Mannsoripts, By Charles 
Datenant, with an Introduction by Abdoti Patson LfsiiER. $1,76. 

THE JOHNS HOPKINS PRESS BALTIMORE 18 


IV 



THE JOHNS HOPKINS UNIVERSITY STUDIES IN 
HISTORICAL AND POLITICAL SCIENCE 


* Not sold separately. 


FIRST S32RIES»— 188S. 

(Complete volume out of print-) 

I. An Introduction, to American Institutional History. By E. A. Fubcma.n, 2S cents 
*11. The Grermanlo Origin of Nanr England Towns. By H. B. Adams. 

Ill, Local Government in Illinois. By Aldisut Shaw. — -Loual Governraont in Ponnsylvanla. 
By E. It. L. GnULD. 80 cents. 

rVi Saxon Titlungnien in. America. By H. B. Adams. 50 cents. 

Local Government in Michigan and the Northwest* By E. W. Bdmis. 25 cents. 

VI. Pariah Institutions of Maryland. By Edward Inodb. 40 cents. 

*vn. Old Maiyland Manors, By John Hemslcy Johnson. 

VIII. Norman Oonstaljlos In Amorloft. By H. B. Adams. 50 cents. 

IX-X, Village Communities of Capo Ann and Salem. By H. B. Adams. 60 cents, 

XI. The Genesla of a Now England State. By A. Johnston. 30 cents. 

*Xn. Local Government and Sohoola in South Carolina. By B. J, Ramaub. 


SECOND 6ERIES.^I884. 

(Complete volume out of print.) 

•l-ll. Methods of Historical Study. By H, B. Adams. 

III. The Past and Present of Political Economy, By II. T. Ely. 85 cents. 

IV. Samuel Adams, the Man of the Town Meeting. By Jamls I£. Hdsmciu 85 cents. 
V-VI. Taxation In the United States. By Ubnut Carteh Adams. 60 cents. 

VII. In&titutlonal Beglnninga in a vrestern State. By Jpbsb Macy. 25 cents. 
VIII-IX. Indian Money in Now England, etc. By William B. Wbcpen, 50 coots. 
*X. Town and County Government in the Colonies. By E. Channing. 

♦XI. Rudimentary Society among Boys. By J. Hbmbley Johnson. 

XII. Land Laws of Mining Districts. By 0, H. Shinn. 60 cents. 


THIRD SERIES.— 1886.— $4.00. 

I. Maryland’s Influence upon Land Cessions to the U, B. By H. B. Adamb. 75 cents. 
♦II-III. Virginia Local Institutions. By E. Ingle. 

IV, Recent American Socialism. By Richabd T. Ely. 50 cents. 

V-VI-VII. Maryland Local Institutions. By Lewis W. Wilhbdm. $1.00. 

VIII, Influence of the Proprietors in Founding: New Jersey. By A. Scott. 25 cents. 
♦IX-X. American Constitutions. By Horace Davis. 

♦XI-XII. The City of Washington. By J. A. Poeteb. 


FOURTH SERIES.— 1880.— 5d.00. 

*1. Dutch Village Communities on the Hudson River. By I. Eltiwo. 

♦rC-III. Town Government in Rhode Island. By W. E. Fostke, — T he Narragansett 
Planters, By Edwakd Channinq. 
rV. Pennsylvania Boroughs. By William P. Holcomd. 50 cents. 

♦V. Introduction to Constitutional History of the Btatea. By J. F. Jameson. 

VI. The Puritan Colony at Annapolis, Maryland. By D. R. Randall. 60 cents, 
♦VII-VIH-IX. The Land Question in the United Btatas. By S. Sato. 

X, Town and City Government of New Haven. By 0. H. LBvnnMOUB. 60 cents. 
♦XI-XII. Land System of the ^Tew England Oolomes. By M, Eolbston. 


FIFTH SERIES ^1887*— $4,00. 

I-H, City Goveinmont of Philadelphia, By E. P. Allinson and B. Pbnivgse. 60 cents 
III* City Government of Boston. By Jambs M. BPaBBE. 26 cents. 

•rv. City Goremnient of St, Louis. By Marshall S. Skqw. 

V-VI. Local Government In Canada. By John George Bourinot. 60 cents. 



*VII, Effect of the War of 1812 upon American Union, By N. M. BuTiiicn. 

VIII. Notes on the Literature of Ohanties. By IIi:RHi:ii'r B. Adams. 21) cents. 
♦IX. BrecUotlona of Hamilton and Do TocquoviUo. By Jamis liiiYor, 

X. The Study of History in England and Scotland. By P. Piu^Dr.EUcq, 25 cents. 

XI. Seminary Libraries and University Extension. Dy PI. B. Adams. 25 contd. 
♦XIl, European, Schools of History and Politics, By A. D. WniTii. 


SIXTH SEItIES—1888. 
(Volume sold only with complete set.) 
* The History of co-operation in the United States. 


SEVENTH SERIES.— 1889. 

(Complete volume out of print.) 

I. Arnold Toyubea. By F. C. Montague. 50 cents. 

II-III. Municipal Government In San rranclsco. By Betinard Mosus. 60 cents. 

IV. Municipal History of New Orleans. By Wm. W. Howb. 25 cents. 

•V-VI. English Culture in Virginia, By Wildiam P. Trent. 

VII-VIII-IX. The River Towns of Connecticut. By Charles M. Andrews. $1.00. 
♦X-XI-XII. Federal Government in Canada. By John Q. Bourinot. 


EIGHTH SERIES 1889. 

(Complete volume out of print.) 

I-II, The Beginnings of American Nationality, By A. W. Small. $1.00, 

III. Local Government in Wisconsin. By D. E. Spencer. 26 cents. 

♦IV. Spanish OolQni2atlon in the South-west. By F. W. Blackmar. 

V-VI. The Study of History in Germany and Franco. By P, Frbdericq. $1.00. 
VII-IX, Progress of the Colored Pooplo of Maryland. By ,T. R, Braokdtt. $1,00, 

*X, The Study of History in Delgi-um and Holland. By P. Fredeuicq. 

XI-XII. Seminary Notes on Historical Literature. By H. B. Adams and others. 60 cenw 


NINTH SERIES.— 18D1. 

(Volume sold only with complete set.) 

♦I-II, Government of the United States. By W. W. Willooghuy and W. F. WiLLnuGHii? 
III-IV. University Education i-n Maryla-nd. By B. C, Steiner.— The Johns Hopkins Uni 
veraity (1870-1891). By D. C. Oilman. 60 cents. 

♦Y-VI. Municipal Unity in the Lombard Communes. By W. IC. WiLLiAMfS. 

VII-VIH, Public Lands of the Roman Republic. By A. Stephenbon. 76 cents. 

•1X» Constitutional Development of Japan. By T. Iybnaga. 

•X, A History of Liberia. By J. H. T. McPnBRfiON’, 

XI-XII, The Indian Trade In Wisconsin. By F. J. Turner. 60 cents. 


TENTH SERIES.— 1892— $4.00. 

♦I. The Bishop Hill Colony. By Miohabl A. Mikkblbbn. 

II-HI. Ohuich and State In New England. By Pa-dl B. Lauer. 60 cents. 
rVi Cluirch and State in Maryland. By OeoaeB Pstrib. 60 cents. 

V-Vl. Religious Development of North Carnlina. By S. B. Weeks. 60 cents. 

♦VII. Maryland's Attitude in the Struggle for Canada. By J. \V. Black. 

VIII-IX. The Quakers in Pennsylvania. By A. O, Applisoarth. 76 conts. 

X-XI, Columbus and His Discovery of America. By H. B, Adams and H. Wood, 60 cents. 

XII. Causes of the American Revolution, By J. A. Woodb-urn. 60 cents. 


ELEVENTH SERIES.— 1893.— $4.00. 

I. The Social Condition of Labor. By B. R. L. Gould. 60 cents. 

II. The World’s Beprosontative Assemblies of To-day. By B. K. Alden. 60 cents. 

III-lV, The Negro in the District of Columbia. By Edward Tnqlb. $1.00. 

♦V-VI. Church and State in North Carolina. By Stephen B. Weeks. 

Vn-Vni. The Condition of the Western Farmer, eto. By A, F, Bentley. $1.00. 
IX-X. History of Slavery in Oounectlout. By Bbrnaru G. Steiner. 75 cents. 
XI-XII, Local Government in the South. By £. W. Bemis and others. $1,00. 


TWELFTH SERIES 1894,— .$4.00. 

I-II, The Cincinnati Southern Railway, By J. H. Hollander. $1.00. 

HI, Constitutional Beginnings of North Carolina. By J. S. Bassett, 60 cents, 

rv. Struggle of Dissenters for Toleration in Virginia. By H. R. MolLWAtNE. 60 cents, 

♦Y-VI-VII, The Carolina Pirates and Colonial Gommeroo. By S. C. Hughson. 

VIII-IX, Representation and Suffrage in Massachusetts, By G, H, Haynbs. 60 cento. 
X. English Institutions and the Aniierlcnn Indian. Dy J, A. James. 26 cents. 

XI-XII. International Beginnings of the Congo Free State, By J. S. Reeves, 60 cente, 



THIETEENTH BEEIE8.— 1896.— $4.00. 

I-II, G-overnm.ent of the Colony of South Carolina. By E. L. Whitnev, 75 cents. 

III-IV* Early Eolations of Maryland and Virginia. By J. H. 60 cents. 

V. The Rise of the Bicameral System, in America. By T. F. Mohan. .‘30 cents. 

♦VI-VII. ‘White Servitude in the Colony of Virginia. By J, O. BaIjLaoh. 

VIII. The Goneais of California's First Constitution. By R. D. Hdn'C. 50 cents. 

IX. Benjamin Franklin ns an Economist. By W. A, ‘VVE'rzEL. 60 cents. 

X. The Provisional Government of Maryland. By J, A. Silver. 50 cents, 

XI-'S'CJI, Government and Religion of the "Virginia Indians. By S. R. Hendrbn. 60 cents 


FOURTEENTH SERIES,— 1896.— ?4. 00. 

I, Constitutional History of Hawaii. By Henry E. Chamhcrs. 26 cents. 

II, City Government of Baltimore. By Thaddctfs P. Thomas. 25 cents. 

III, Colonial Origins of Kow England Senates. By P. L, Riley. 50 cents. 

IV-V. Servitude in the Colony of Nortli Carolina. By J. S. Bassett. 50 cants. 

Vl-Vn. Representation in Virginia. By J. A. C. Chandler. 60 cents. 

vni, History of Taxation in Connecticut (1606-1776). By F. R. Jones. £0 cents. 
Ili-X. A Study of Slavery In New Jersey. By Henry S. Cooley. 60 cents. 

XI-XII. Causes of the Maryland Revolution of 1089. By P. E. Sparks. 60 cents. 


FIFTEENTH SERIES.— 1897.— $4.00. 

I-II. The Tobacco Industry in Virginia since 1800. By D. "W. Arnold. 60 cents. 
III-V. Street Railway System of Philadelphia. By F, W. Speir-s. 76 cents. 

VI. Daniel Raymond. By C. P. Neill. 60 cents. 

VII-VIII, Economic History of B. & 0. R. R. By M. ReizEnbtein. 50 cents. 

IX. The Soiitli American Trade of Baltimore. By F. R. Rutter. 50 cents. 

X-Xl. State Tax Commissions in the United States. By J. W. Chapman. 50 cents, 
Xlt, Tcndeudlea In AruerLcau Econotuic Thought* By S. Shcuwoou. 26 cants. 


SIXTEENTH SERIES.— 1898.— $4.00. 

I-IV, The Neutrality of the American Lakes, eto, By J. M. Callahan. $1.26. 

V. "West Florida. By H- E. Chamrurs. 26 cents. 

VI. Anti-Slavery Leaders of North Carolina. By J. S. Babbbtt, 60 cents. 

VII-IX. Life and Administration of Sir Robert Eden. By B. C. Steiner. $1.00. 
X-XI. The Transition of North Carolina from a Colony. By E. W. SiEES. 60 centa. 
Xn, Jared Sparks and Alexia De TocquevlUe. By H. B. Adams. 25 cents. 


SEVENTEENTH SERIES.— 1899.— $4.00. 

l-II-llI. History of State Banking In Maryland. By A. C. Bryan. $1.00. 

•IV-V. The Know-Nothing Party in Maryland. By L. F. ScnMEOKERiEa. 

VI. The Lahadist Colony in Maryland. By B. B. Jambs. 50 cents. 

VII-VIII. History of Slavery In North Oarollna. By J. S. Bassett, 76 cents, 
IX-X-XI. Development of tlie Oheaapeako & Ohio Canal. By G. W. Warp. 76 cents. 
Xn. Public Educational Work in Baltimore, By Hbudeiit B, Adamb. 26 cents. 


EIGHTEENTH SERIES.— 1900.— $4.00. 

I-IV, Studies in State Taxation, Edited by J, TL. Hollander. $1.00} cloth, $1,26, 

V-VI, The Colonial Executive Prior to the Restoration, By P. U. Kaye. 60 cents. 

VII. Constitution and Admission of Iowa into the Uiiion. By J, A. James. 80 cents. 

VIII-IX. The Ohiiroh and Popular Education. By H. B. Adams. 60 cents. 

X-XII. Religious Freedom in Virginia: The Baptists. By W. T. Thom. 76 cents. 


NINETEENTH SERIES.— 1901.— ?4.00. 

*l-in, America in the Paoilio and the Far East. By J, M. Callahan. 

IV-V. State Activities in Rolatiou to Labor. By W. F. "WiLLOuannY. 60 cents. 

Vl-Vn, History of Suffrage in Virginia. By J. A. C. Chandler. 60 cents. 

YIII-IX, The Maryland Constitution of 1804. By W. S. MvEiia. 60 cents. 

X. Life of Commissary James Blair. By D, B. Motley. 26 cents. 

XI-XII. Gov, Hicks of Maryland and the Civil War. By Q. L. Radclipfb. 60 cents. 


TWENTIETH SERIES.— 1902. 

(Complete volume out of print,) 

I. Western Maryland in the Revolution. By B. C. STnwBR. 80 cents. 

• n-in, State Banks since the National Bank Act. By Q. B. Barnett. 60 cents. 

Eaiiy History of Internal Improvement in Alabama. By W. E. Martin. 80 cents. 
•V-VI. Trust Companies in the United States. By George Cator, 

VII-YlII. The Maryland Constitution of 1851, By J, W. Harry. 60 cents. 

IX-X, Political Actirities of Philip Freneau. By S. B. Forman. 60 cents. 

XI-XII. Continental Opinion on a Proposed Middle European Tariff Union. By Q. M. 
Fisk. SO cents. 



TWEN'TY-FIUST SEEIES.— 1903. 

(Volume sold only with complete set.) 

The Wahash Trade Route. By E. J. Benton. 
ni-IV. Internal Improvements m Nortli Carolina. By C. C. WEAvnn, {>0 cents. 

■*V. History of Japanobo Paper CLiriency. By M. Takaki. 

VI-VII. Economics and Politics in. Maryland, 1720*1’750, and tlio Piihlio Services of Daniel 
Dulany the Elder. By St, G. L, Siuusaat. 60 cents. 

*VIII-IX-X, Boginnines of Maryland, 1631*1039. By B. C. Steinbk. 

♦XI-XII, The English Statutes in Maryland, By St. Q. L, Sioussat, 


TWENTY-SECOND SERIES.— 1904.— $6.00. 

I-II. A Trial Bibliography of American Trade-Union Publications. 1st edition. 60 cents. 
♦UI-IV. White Servitude in Maryland, 1634-1820. By B. I. McCokmac. 

V. S-wit!!Qrland at tlie Beginning of the Sixteenth Century. By J. M. Vincent. 80 cents. 
*VI-VII-VIII. The History of Reconstruction in Virginia. By H. J. Eckenhodu. 

IX-X, The Foreign Commerce of Japan since tho Restoration, By Y. Hattoiii. 60 cents. 
Xl-Xn. Descriptions of Maryland. By B. C. Steineh. 60 cents. 


TWENTY-THIRD SERIES— 190B.— $4.00. 

I-II. Reconstruction in Soiitli Carolina. By J. P. Hollis. 60 cents. 

III-IV. State Govornnient in Maryland, 1777-1781. By B. W. Boxn, Jn. 60 cents. 

V-VI, Colonial Administration under Lord Glarondon, 1C60-16G7, By 1?, L. Kaye. 50 cents. 

Vll-Vni. Justice in Colonial Virginia. By O, P. Chitwood. 50 cents. 

♦IX-X. Tlie Napoleonic Exiles in America, 1B15-181D. By J. S. TIbeves. 

XI-XXI. Municipal Problems in Mediaeval Switzerland. By J. M. Vincent. 60 cents. 


TWENTY-FOURTH SERIES 1906 $4.00. 

I-II. Spaniali-American Diplomatic Relations heforo 1898, By H. E. Flack. 60 cents. 
III-IV. The Finances of American Trade Unions. By A. M. Sakolski. 76 cents. 

V-VI. Diplomatic Negotiations of tho United States with Russia. By J. C. Hildt, 60 cents 
Vn-Vin. State Rights and Parties in N. C., 1778-1881. By H. M. Waostapf. 60 cents 
IX-X. National Labor Federations in the United States. ^ William ICijik. 76 cents. 
XI-XIl, Maryland During the English Civil Wars, I. By B. C. Steinbu, 50 conts. 


TWENTY-FIFTH SERIES.— 1907.— $4.00. 

I. Internal Taxation in the Philippines. By John S. Hohd. 80 cpnts. 

Il-in. Tho Monroe Mission to France, 1794-1796, By B. W. Bond, Jn. DO cents. 

IV-V, Maryland During the English Civil Wars, II. By Bernaud C. Steiner. 60 cents, 
•VI-VII. The State in. Constitutional and International Law. By R. T. CRANE. 
Virr-IX-X. Financial History of Maryland, 1789-1848, By Hugh S. Hanna. 76 cents. 
XI-XII. Apprenticeship in American Trade Unions. By J. M. Motley. 60 cents. 


TWENTY-SIXTH SERIES.— 1908.— $4.00. 

I-III, British Committees, Comiuissions, and Councils of Trade and Plantations, 1622-1675, 
By O. M. Andrews. 76 cents. 

rV-VI, Neutral Rights and Obligations in the Anglo-Boer War, By H. G. Camdrell. 76 
cents. 

VH-Vni, The Elizabethan Parish in its Ecclesiastical and Financial Aspects. By S. L. 
Ware. 60 cents, 

IX-X. A Study of tlie Topography and Municipal History of Praenesto. By R. V. D. 
‘ Magoffin. 60 cents. 

♦XI-XII. Benefloiary Features of American Trade Unions. By J. B. Kennedy. 


TWENTY-SEVENTH SERIES.— 1909 .—$4. 00, 

I-II, The Solf-Roconatruction of Maryland, 1864-1807, By W. S. Myers. 60 cents. 

III-IV-V, The Development of the English Law of Conspiracy. ByJ.W. Bryan, docents. 
VI-VII. Legislative and Judicial History of the Fifteenth Amendment, By J. M. 
Mathews. 76 cents. 

VIII-’XII. England and the French Revolution, 1780'1797, By W. T. Lapiiadh. $1.00. 


TWENTY-EIQ-HTH SERIES.— 1010,— $4.00. 

I, History of Reconstruction in Louisiana (through 1868). By J. R. Fioklen. $1.00.« 
H. The Trade Union Label, By E. R. Spbddbn. 60 cents. 

Ill, The Doctrine of Non-Suability of the State In the United States. By K. Sinqbwald. 
60 cents? cloth, 75 cents. 

*rv. David Ricardo: A Centenary Estimate. By J, H, Hollander. 



TWENTY-NINTH SERIES 1911.— ¥4.00. 

I. Maryland Under the Common-wealth: A Chronicle of the Years 1649-1G63, By B. C 

Stuineu. $1.00; clofch, $1.25. 

II. Tlio Dutch Repiihho and the American Rerolutlon. By FaiCDniOH Edler. $1.60. 
"■HI. The Closed Shop in American Trade Unions. By F. T. Stockton. 


THIRTIETH SERIES.— 1912.— $4.00. 

I. Recent Administration in Virginia. By F. A. Maquudcu. $1.25. 

II. The Standard Rate in American Trade Unions. By D. A. MoGabe. $1.26 ; cloth, $1.60. 

III. Admission to Amoncan Trade Uniona. By F. E. Wolpb. $1.00. 


THIRTY-FIRST SERIES.— 1918.— $4.00. 

I, The Land System in Maryland* 1720-1765. By Cbaubnce P. Gdubd. 75 cents; cloth. 

^$ 1 . 00 . 

II. The Government of American Trade Unions. By T. W. Gr.ocKBa. $1.00; cloth, $1.25. 

III, The Free Negro in Virginia, 1619-1865, By J. H. Rusbeli,. '^1.00. 

IV. The Ciiiinauennalea; An Iliatorioal Study. By U. V. D. Macoppin. uC cents; cloth, 
76 cents. 


THIRTY-SECOND SERIES.— IDU.— $4.00. 

I, Jnriadiction in American Building-Trades Unions. By N. R. Whitney. $1.00. 

II. Slavery in Missouri, 1804-1866. By H. A. Trbxler. $1.26. 

HI, Colonial Trade of Maryland. By M. S. Monnias. $1,00; cloth, $1,26. 


THIRTY-THIRD SERIES.— 1916 $4.00. 

I. Money and Transportation in Maryland, 1720-1766. By Claucnob P. Gotild. 76 

cents; cloth, $1.00. 

II. The Finanoial Administration of the Colony of Virginia. By Pbroy Fwppbn. 60 
cents; cloth, 76 cents. 

HI. The Helper and American Trade Unions. By John H. Ashwoiith. 76 cents. 

IVi The Oonstitutional Dootnnes of Justice Harlan. By Floyd Baiizilia Cuuk. $1.00; 
cloth, $1.26. 


THIRTY-FOURTH SERIES.— 1010.— $4.00. 

I. The Boycott In American Trade Unions. By Leo Wolman. $1.00. 

II. The Postal Power of Congress. By Lindsay Hoqerb. $1.00. 

*lHi Oontroi of Strikes in American Trade Uniona. By G. M. Janes, 

IV. State Administration in Mtu’ylaud. By John L, Donaldson. $1.00; cloth, $1.26. 


THIRTY-FIFTH SERIES.— 1917.— $4.00. 

I, Virginia Committee System and American Revolution, By J. M. Lbakb. $1.00; 
cloth, $1.25. 

•II. The Organizahility of Labor. By W. O. Weypokth. 

HI. Party Organization and Machinery in Michigan sinoe 1880, By A. C. MiLLsrAUeH, 
$1.00; cloth, $1.26, 


THIRTY-SIXTH SERIES,— 1018.— $4,00. 

•I, The Standard of Living in Japan. By K. Morimotd. 

II, Sumptuary Law In Nurnherg. By K. R. Greenfield. $1.26; doth, $1.60. 

HI. The Privileges and Immunities of State Citizenship. By R. Howell. $1,00; cloth, 
$1.26. 

rv, French Proteaiantismi 1569-1502. By C. G. Kelly, $1.25; cloth, $1.50. 


THIRTY-SEVENTH SERIES.— 1919.— $4.26. 

I, Unemployment and American Trade Unions. By D. P. Smblber, Jr. $1.26, 

H. The Labor Law of Maryland. By M. H\ Lauohhbimer. $1.26; cloth, $1.50. 
in, The American Colonization Society, 1817-1840. By R L. Fox. $2.00; cloth, $2.26. 
\V, The Ohligntion of Contracts Clause of the United States Constitution, By W. B. 
Hunting. $1.00; cloth, $1.26. 


thirty-eighth series.— 1920.— $4,26, 

I. The United States Department of Agriculture, By W. L. ‘WANLAsa. $1.26 ; doth, $1.76. 

II. The Amalgamated Association of Iron, Steel and Tin Workers. By J. S. RoBiNaoN. 
$1.60. 

HI. Employment of Plebiscite in the Determination of Sovereignty. By J. Mattbrn. 
$1.60. 



THtaTY-NINTH SEEIES.— 1821 ?B.78. 

Ii The Capitalization of Goodwill. By Kbmper Simpson. $1.00. 

*11. Ilie Bis© of tlie Cotton Mills in the South. By BnoAUES Mitohell. 

Ill, Til© International Molders* Union of North America. By Frank T. Stookton. $1.60. 


FORTIETH SERIES.— 1922.— ?5.7B. 

I. The Presidential Campaign of 1832. By Samuel R. Gammon, Jr. $1.50. 

II. The Canadian Reciprocity Treaty of IBBdi By C. C. Tansill. $1.00. 
in, Recent Prohloms in Admiralty Jurisdiction. By Edgar T. Fell, $1.26. 
IV. Th© Creation of the Presidenoyi 177B-1790. By C. 0. Thach, Ju. $1.60. 


FORTy-FIRBT SERIES.— 1923.— $6.75. 

I. Paper Money in Maryland, 1727-1789. By Kathryn L. Behrens. $1.00. 

II. Tho Shop Committee in the TTnited States. By Carroll B. French. $1.26. 

III. Bavaria and the Reich. By J. Mattern. $1.26. 

IV. James Henry Hammond, 1807-1804, By Elizaukth Mbrritt, $1.60. 


FORTY-SECOND SERIES 1924 $5.75. 

I, Contemporary French Opinion on the American Olvil 'War. By W. Reed West. $1.60 

II, Fredericlc Law Olmsted: A Critic of the Old South. By Buoadus Mitchell. $1.50. 

III, Constitutional Dcctrinos of Oliver Wendell Holmes. By Dousdy Richardson. $1.00. 

IV, Eoformation in Poland: Some Social and Economic Aspects. By Paul Pox. $1.50. 


FORTY-THIRD SERIES.— 1926.— $6.75. 

I. The Agrarian Movement in North Dakota, By Paul R. Fossum. $1.76, 

II. The Virginia Frontier, 1764*1703. By Louis K. Koontz. $1.60. 

III. The Ordinanco Making Poweia of tli© President of the TJ. S. By James Haut. 
$2.60; cloth, $3.00. 


FORTY-FOURTH SERIES — 1926.— $5.76. 

I. Sumptuary Legislation and Personal Regulation in England. By F. Elizaddth 

Baldwin. $2.30; cloth, $8.00. 

II. The Doctrine of Continuous Voyage. By H. W, Buiqgs. $2.00; cloth, $2.60, 

III. The Wag© Faliolea of Labor Organizations in a Period of Industrial Depression. 
By V, J, Wtckopp. $1.00. 


FORTY-FIFTH SERIES 1927,— $6.75. 

l. The State as a Party Litigant. By R. D. Watkins. $2.00. 

II, The Relation of Thomas Jefferson to American Foreign Policy. By W. K. WoQLERT. 

$ 1 , 00 , 

m. Ecclasiastloal Censure at tho End of tJi© 16th Century, By W. IC. Qotwald. $1.00. 
XV. The Constitutional Status and Government of Alaska. By Q. W. Spider. $1.26 1 

cloth, $1.76, 


FORTY-SIXTH SERIES — 1928 $5.75. 

I, Mission of William Carmichael to Spain. By S. G. Cob. $1.00. 
li. The Workers (Communist) Party and American Trade Unions, By D. M. Schneider. 
$1.25. 

HI. The Virginia Constitutional Conrention of 1901-1902, By R. C. MoDanbl. $1.60. 

IV. The Protection of Citizens Abroad by the Armed Forces. By M, Opputt. $1.60, 


FORTY-SEVENTH SERIES.— 1929.— $6.76. 

1. Congi'easional Investigating Committees, By RI. B. Dimook. $1.75. 

H. A Study of Judicial Administration in Maryland, By G. K, Rbidlich. $1.50. 
HI. Financial History of Baltimoro, 1900-20. By L. 0. Rea. $1.26. 

IV. Franco-German Relations, 1878-1885. By R. H. Wienbpbld. $1.60. 


FORTY-EIGHTH SERIES.- 1980.— $6.75. 

I. Eoonomio and Sooial Aspects of Federal Reclamation. By Dorothy Lampbn. $1.25. 

II, Eusso-Amerlcan Relations, 1815-1887. By B. P. Thomas, $1.75. 

HI, The Maryland Legislature. By Hariiy Joseph Green. $1.00; cloth, $1.60. 
rv. Southern Commercial Oonrentiona, 1837-1880. By Hbrdbrt Wonder. $2.00. 


FORTY-NINTH SERIES.- 1931.— $6.76, , 

I, Tho Departments of the American Federation of labor. By Albert Hslbig. $l.fj. 

II. State Legislative Committees. By 0. I, Winblow. $1,60. 

HI. French Opposition to the Mexican Policy of tha Seoond Empire. By P. B. Lally. 
$1.60. - 

IV, Henry Charles Carey: A Study In American Economic Thought, By A. D. H. 
Kaplan. $1.00. 


X 



FIFTIETH SERIES.— 1932.— ?5. '76. 

I. Hours of Labor. By liAZAUE Tei'CU. $1.00, 

n. Some Prosideutial Intorpretatious of tbo Presidency. By Nouman J. Smalii. $1.75. 

III. The Governor of Maryland. By Chaulcb James IloiiU. $1.50? cloth, $2.00. 

IV. The Yellow Dog Oontraot. By JonL I. Scidman. $1.00. 


FIFTY-FIEST SERIES 1933 $5.75, 

I. Studies on Scipio Africanus. By Richard M. Haywood. $1.00. 

II. The Right of Search and the Slave Tiade in Anglo-American Eolations, 1814-1862. 
By Hugh G. Soulsdy. $1.76, 

HI, American Policy of Recognition Towards Mexico. By Stdaut A. MacCouki.e. $1.00. 

IV. Matliow Carey; A Study in American Economic Dovolopment. By Kennkth W. 
Rowe. $1.26. 

V. Hezekialv Niioa as an Economist. By Richard Gapribl Stone $1.26; cloth, $1.76. 


FIFTY-SECOND SERIES 1934 $6.75. 

I. Italy’s Relations with England, 1896-1905. By James IjINUS Glanville. $1.60. 

II. Tho Capital Issues Oommitteo and War Finance Corporation. By Woodkciky Wil- 
LUtlOHUY. $1.2o. 

til, Maryland Business Corporations, 1783-1882. By Joanps G. Blandi. $1.26. 

IV. The American Doctniie of State Succession. By Heuuert A. WiiiKlNSON. $1.25. 


FIFTY-THIRD SERIES.— 1936.— $6.76. 

I. The Juristic Status of Egypt and the Sudan. By Vernon A. O'RounKB. $1.C0. 

II. Workinon’s Compensation in Maryland. By Evelyn Ellen SmnLC'ioN. $1.26. 

III. Mutual Savings Banks in Baltimore, By Roudiit W. Thon, Ju. $1.26. 

IV. Contribution of the Ideologues to French Revolutionary Thought. By O. U. Van 
Duzkk. $1.60. 


FIFTY-FOURTH SERIES 1986.— $6.76, 

I, Tile Movement for the Acquisition of All Mexico, 184{3*1848. By J. D. P. Fuller, 
$1.60, 

n. ^ho Gas Light Company of Baltimore: A Study of Natural Monopoly, By G. T. 
Buown. $1.00. 

III. The Journeymen Barbers’ International Union of America. By W. S. Hall. $1.25. 

IV. The Supreme Court and FoUtlcal Guoatlons. By C. G. Fust. $1.25; cloth, $1.7o. 


FIFTY-FIFTH SERIES 1937— $6.75. 

I, Germany and Morocco Before 1906. By Fuanois T. Williamson. $2.00, 

II, History and Development of tho Fourth Amendment of tlie United States Constitu- 
tion, By Nelson D. Lasson. $1.60. 

III. The Influence of Border Troubles on Relations Between the United States and 
Mexico, 1876-1910. By UonniiT Gnuoo. $2.00. 

IV. The Floating Debt of tho Federal Govoriimont, 1919-1936. By E. R. Van Sant. $1.00. 


FIFTY-SIXTH SERIES.— 1938.— $5.76. 

I. Commercial Banking and the Stock Market before 1863. By J. E. Hedges. $1,60. 

II. Industry and Conunerco of the City of Rome. 60 B, C.-200 A. D. By Helen J. 
Loane. $1.60. 

III. The Investment Value of Goodwill. By L. N. Bloombeho. 75 cents. 

IV. Historical Scliolarship in the United States, 1876-1901: Ab Revealed m the Cor- 
respojtdence of Herbert B. Adams. Edited by W. S. Holt. $2.50; cloth, $3.00, 


I. 


II. 

ni. 


FIFTY-SEVENTH SERIES.— 1989.— $5.76. 

A History of Criminal Syndicalism Legislation in the United States. By E.F.Dowr.LL. 
SI. .10. 

The Wholesale Marketing of Fruits and Vegetables in Baltimore. ByR. G-Dboprbh. 
The History of the Woman’s Peace Party. By M. L. De&cn. $2.60; cloth, $2.7.'5. 


FIFTY-EIGHTH SERIES.— 1940.— $S.7B 




in. 


Malaria and aolonization in the Carolina Low Country, 1686-1696, By St. Julitbn 
Ravenel Childs. $2.60, 

Municipal Indebtedness: A Study of the Debt-to-Property Ratio. By Leroy A. 
Shattuok, Ju. $1.26. 

The Security Affiliates of National Banks, By William Nelson Peaoh. $1.60. 


XL 



FIFTY-NINTH BEKIES.— 1941.-.'?6.76. 

I. Investment Managomont: An Analysis of the Experience in American Manasoment 
Investment Trusts. By John A. Loi’Tus. S^I.SO. 

II. Baltinioro 1870-1900; Studies m Social History, By ChaiujES B. HiuacnFULD. 
Jiil.riO. 

III. Tlie National Bituminous Coal Commission: Administiation of tlio Bituminous Coal 
Act, 1037-1941. By 11ali»h 11. Bakpr. Si.3.00; cloth, $3.50. 


SIXTIETH SERIES.— 1942.^$G. 00. 

Ii From Barter to Slavery; The Economic Relations of Fortuguese and Indians in the 
Settlement of Email, 1600-1580. By ALT:XANDnR Mauchant. $1.60. 

II. G-eopolitik ! Doctrine of National Bolf-Sufflciency and Empire, By Joixannhs 
Mattehn. $1.50. 

III, The Q,U 0 stion of Expatriation in America Prior to 1907. Dy I-MlEN Tsiano. $1.60; 
cloth, $2 2fi. 

rv. Public Trusteeship. By Norman Hcaniy. $1.60. 


SIXTY-FIRST SERIES.— 1943.—$6.25. 

I, Maryland During and After the Revolution; A Political and Economic Study, By 
Philip A. Cuowr.. $1.76, 

II. Charles I, Bonaparte, Patrician Reformer; Hia Earlier Career. By Euic F. Gold- 
man. $l.r)0. 

III, Studios in the History of the Englisli Feudal Barony. By Sidney Painter. $2.00. 

IV. The Economic Thought of Woodrow Wilson. By William Diamond. $2.00; cloth, 
$2.60 


SIXTY-SECOND SERIES.— 1944,— $0.26. 

I. Andrea Barbarigo, Merchant of Venice, 1418-1449. By FunDEnic C. Lanp. $2,25. 

II. The Qrov/th of G-erman Histoncism, By Fnii ORicii Enohl-Janosi. $1.25. 

III. The Wheats of Classical Antiquity. By N. Jasny. $1,75. 


SIXTY-THIRD SERIES.— 1945.— $6.26. 

(Complete in three numbers.) 

I, Henry Barnard’s “American Journal of Education.** By Richard E. Thuiisihuld. 

$3.00; cloth, $3.7 5. . ^ , 

II. The Roman Rhetorical Schools as a Preparation for the Courts Undor tho Early 
Empire, By E. Patrick Parks. $1.26. 

in. The Slave States in the Fresideuiial Election of 1860. By OLLiNcnu CucNBilAW. 
$8.00; cloth, $8.76. 


SIXTY-FOURTH SERIES.— 1046 $6.60. 

(Complete in three mimbcis.) 

I. The G-reat National Project; A History of the Chesapeake and Ohio Canal, By 
Walter H. S.andeuhn. $3.00, cloth $8.75. 

II. Richard Hildreth, By Donald E. Emchson. $2.00. 

III. Wiliam Rufus Day: Supreme Court Justice from Ohio. By Joseph B. MoLban. 

$ 2 . 00 . 


The set of sixty-four serios of Studies is offered (except volumes one, two, four, seven, 
eight, and twenty), uniformly bound m cloth (whne pos'^iblc), for libraiy use, 
for $287.00 net. The separate volumes may be had boimd in cloth, 
whciG possible, at tlio prices stated. 


THE jaHNS HOPKINS PRESS 


BALTIMORE 18 



EXTRA VOLUMES OF STUDIES IN HISTORICAL AND 
POLITICAL SCIENCE 

* Out of print 

The Republic of New Haven. By Charles H. Leveumobic. 

11. Philadelphia, 1681-1887, By Edward P. Aluhsoh and Boies 
Penrose. 444 pages. 8vo. Cloth. $3.00. 

’'■■HI. Baltimore and the Nineteenth of April, 1861. By George WilliaA 
Bitowrr. 

IV. Local Constitutional History of the United States. By George 
E. Howard. — Volume 1 — Development of the Township, Hundi’ed 
^ and Shire. 642 pages. 8vo. Cloth. $3.00. 

VI. The Negro in Maryland. By Jee'jtre'ST R. Brackett. 270 pages. 
8vo. Cloth. $2,00. 

*VII„ The Supreme Court of the United States. By W. W. WrLLonQnnr, 
VIII. The Intercourse between the U, S. and Japan. By Inazo (Ota) 
Nitobe. 198 pages, 8vo. Cloth. $1.2.6. 

'•‘IX. State and Federal Government in Switzerland. By John Martin 
Vihqent. 

X. Spanish Institutions of the Southwest. By Trank W. Blackuar, 
380 pages. 8vo. Cloth. $2.00. 

XI, An Introduction to the Study of the Constitution. By Morris M. 

CofiN. 250 pages. 8vo. Cloth. $1.60. 

XII. The Old English Manor. By C. M. Andrews. 280 pages. 8vo. 
Cloth. $1.60. 

’•'XIII, America: Its Geographical History, 1492-1892. By Walter B. 
SOAIPE. 

'•‘XIV. Florentine Life During the Renaissance. By Walter B. Scaiite. 
’•'XV. The Southern Quakers and Slavery. By Stephen B. Weeks. 
’•'XVI. Contemporary American Opinion of the French Revolution. By C. 
D. Hazen. 

’•'XVII. Industrial Experiments in the British Colonies of North America. 
By Eleanor L. Lord. 

XVIII. State Aid to Higher Education: A Series of Addresses at The 
Johns Hopkins University. lOO pages. 8vo. Cloth. $1,00. 
"‘XIX. Irrigation in Utah. By 0. H. Broogh.. 

XX. Financial History of Baltimore. By J. H. Hollander. 400 pages. 
8vo. Cloth. $2.00. 

XXL Cuba and International Relations. By J. M. Callahan. 603 pages. 
8vo. Cloth. $3.00. 

XXII. The American Workman. By E, Levasseur (translation). 640 
pages. 8vo. Cloth, $3.00. 

XXIII. Herbert B. Adams. A Memorial Volume. 232 pages. 8vo. Cloth, 

$ 1 . 00 . 

*XXIV. A History of Slavery in Virginia. By J. C. Ballagii. 

XXV. The Finances and Administration of Providence, 1638-1901. By 
Howard K. Stokes. 474 pages. 8vo. Cloth. $3.50, 

XXVI. The Adoption of the Fourteenth Amendment. By Horace E. 
Flack. 280 pages, 8vo. Cloth. $2.00. 
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EXTRA VOLUMES OF STUDIES IN HISTORICAL AND 
POLITICAL SCIENCE 

NEW SERIES 
* Out of print 

■■‘I, The Revision and Amendment of State Conatitutions, By W. E. 
Dodd. 

II. The Ordinance Power of the Japanese Emperor. By VOMio 
Naiiano. 28R pages. Svo. $2.50. 

III. The Government of China (1644-1011). By P. C. HsiEn. 414 

pages. Svo. $3.00. 

IV. The International Aspects of Electrical Communicationa in the 

Pacific Area. By L. B. Tkidoult. 200 pages. Svo. $2.60. 

V. The Homanization of Africa Proconsularis. By T. K. S. Bkouqhton. 
242 pages. Svo. $2.25. 

VI. The Practice and Procedure of International Conferences. By 
F. S. Dunn. 244 pages. Svo. $2.50. 

VII. India’s Political Crisis. By Wilwam I. Hull. 208 pages. Svo. 

.$ 2 . 00 . 

VIII. The International Mandates. By Aaron M. Maroalitu. 261 
pages. Svo. $2 50. 

IX. Tenure of Oflice Under the Constitution: A Study in Law and 
Public Policy. By James Hart. 303 pages. Svo. $3.50. 

X. Slavery Agitation in Virginia, 1829-1832. By Theodore M. 
WniTPiELD. 172 pages. Svo. $1.76. 

XL The International Aspect of the Missionary Movement in China. 

By Chao-Kwano Wu. 294 pages. Svo. $2.50. 

XII. The Anglo-Japanese Alliance. By Chung-Pu Chano. 328 pages. 
Svo. $2.75. 

XIII. Municipal Expenditures. By Mauel L. Walker. 207 pages. Svo. 

$2.25. 

XIV. The Foreign Relations of the Federal State. By Harold W. Stoke. 

240 pages. Svo. .$2.25. 

XV. The Federal Trust Policy. By John D. Clark. 310 pages. Svo. 

$ 2 . 76 . 

XVI. National Collective Bargaining in the Pottery Industry. By David 
A. McCadB. 460 pages. Svo. $3.50. 

XVII. The New Balance of Power in Europe. By Valentine de Balla. 
212 pages, 3vo, $2.00. 

XVIII. The Capitulatory Rdgime of Turkey: Its History, Origin, and 
Nature. By Nasiai Souba. 401 pages. Svo. $3,60. 

XIX. The Federal Reserve Board; A Study of Federal Reserve Structure 
and Credit Control. By WniiAii 0. Weyforth. 224 pages. 
Svo. $2.25. 

XX, The Unanimity Rule and the League of Nations. By Croaiwkll 
A. Riches. 236 pages. Svo. $2.25. 

XXI. The Foreign Debt of the Argentine Republic. By H. E. Peters. 
190 pages. Svo. $2 00. 

XXII. Tobacco Regulation in Colonial Maryland. By V. J. WTOKoitP. 
238 pages. Svo. $2,25. 

XXIII. British Corporation Finance 1775-1850, A Study of Preference 
Shares. By George H. Evans, Jr. 216 pages. Svo. .$2.25. 
XXIV. The Political Doctrines of Sun Yat-Sen. An Exposition of the ,?«« 

Min Chu I. By Paul M. A. Linerarger. 292 pages. Svo. $2.75. 
XXV. The Delaware Corporation. By Russell C, Larcoai. 210 pages. 
Svo. 82.26, 

XXVI. Tench Coxe: A Study in American Economic Development. eSn- 
Harold Hutcheson, 238 pages. 8vo. $2.25. 

XXVII. The Baltimore Clearing House. By Charles A. Hales. 360 pages, 
.Svo. $3.00. 

*XXVI1I. “Majority Rule in International Organisation, By Cromwell A. 
Hiohes. 

XXIX. Constitution-Making in a Democracy, Theory and Practice in 
New York State. By Vebnon A. O’Rourke and Douglas 
W. Cambbell. 29p pages. Svo. $2.75. 



FEDERAL ADMINISTRATIVE PROCEEDINGS 

By 

WALTER GELLHORN 

The piesent volume, embodying lectures delivered in the spring of 
1941, reflects the controversies now raging about the subject of ad- 
ministrative law, and sheds new light upon some of the major problems 
which are emerging. Tracing the origins of the administrative process, 
the author considers such vital issues as tlie so-called "prosecutor-judge” 
combinations, the determination of controversies without hearings, the 
utiKtation of procedures which depart from the conventionalized pat- 
terns of judicial trials, and the democratization of administration 
through non-governmental participation. 

V 150 pages; octavo, cloth, $2.00. 
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FRENCH CHIVALRY 

Chivalric Ideas and Practices in Mediaeval France 
By SIDNEY PAINTER 

The ideas of chivalry hold an important place both in the general his- 
tory of ethical conceptions and in the social history of the Middle Ages. 
France was the breeding ground for these ideas in western Europe. Mr. 
Painter describes the various ideas which may be called chivalric, illus- 
trates their nature and content from contemporary literature, and 
attempts to show what effect they had on tire ethical principles and 
practices of the feudal nobility. 

This book was written for the general reader who is interested in 
mediaeval society. For his benefit a first chapter contains the historical 
information required for the understanding of the chapter on chivalry. 
The author hopes that the book will also be useful to teachers of medi- 
aeval history and literature as collateral reading for their classes. 

ix -Ir 179 pages, octavo, cloth, $2.00 
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INTERNATIONAL BEARINGS OF 
AMERICAN POLICY 

By ALBERT SHAW 

Dr, Shaw was well known as a personal and political friend of Theo- 
dore Roosevelt. It was not so widely known that he had also formed a 
friendship with Woodrow Wilson during their student days at the Johns 
Hopkins University which continued unbroken throughout Wilson’s long 
subsequent career. Having chosen journalism as his profession, Dr. Shaw 
prepared himself by post-graduate study in broad fiel^ of political {Cience 
and history, witli much subsequent investigation of governments and 
institutions in Euiope. 

He declined many professorships, but gave lecture courses’ at Johns 
Hopkins, Columbia University, and other institutions while editing his 
monthly periodical. The Review of Reviews, for a continuous period of 
47 years, retiring six years ago. He has been associated with many public 
activities, and witnessed the first World War at the fronts, as a guest of 
the British government. 

The book is largely one of personal reminiscence, based upon an 
unusual range of experience over a long period, intimate acquaintance 
with public men of past years, and close familiarity with events and 
situations It does not attempt to supply a blueprint for post-war poli- 
cies; but m every chapter it points toward a future based upon the 
wider acceptance of those principles tliat have been demonstrated as 
fundamentally American. It regards the second World War as having 
now taken definite form, in its purposes and specific objects, as " d legal 
process." 

Most of Its chapters ate complete within themselves. But they all re- 
volve consistently around a cential theme. This finds expression in para- 
graphs scattered throughout the volume. A typical one may be quoted, 
as ^showing the writer’s belief that good-will and honest purpose aie the 
principal ingredients of a program for world order and stable peace: 

" To be wise in matters of public policy is ah imporlanfthing, and to be 
igaoranhsor foolish is not praiseworthy. But genuine good will may atone 
for ‘ invincible ignorance ’ in government ciicles, and may prove a better 
shield of defense than astuteness in policies, American officialdom will 
not be asked to supply any pattern for the stabilization of the Far Bast. 
But the friendliness of the American people lliemselves, and tlie sincerity 
Of tlietr desire for freedom, justice and peace, whether in Edrope or in 
Asia, may serve some valuable eftds because it inspites confidence.” 

pages, $3J0 
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